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THIS IS DITTO 





THIS 1S WHAT 
D / TTO D O E S$ 1. Ditto copies direct from your original writing, typing or draw- 


ing, one to four colors in one operation—no stencil, no mats. 


2. With Ditto, two or more originals can be made at one time, 
and copies made independently from each. 


3. With Ditto, the same original may be used over and over 
again at different times, in different places. 


V Check to see how these 9 points can 4. Ditto makes copies on papers ranging from thin tissue to 
be used to serve your business. In heavy cardboard. 

thousands of organizations through- 
out the world, Ditto’s flexibility 
is being adapted with amaz- 


in illi : - j : 
© success to Order Billing, 6. With Ditto, data may be written at one place, copies made at 


5. Ditto makes copies of all or any desired part of your original 
writing. 


Purchase Orders, Production another. 

Orders, Payroll Systems, as 

well as to rapid, economical, 7. With Ditto, data may be recorded as accumulated, and copies 
general office duplicating. made when completed. 


8. Ditto requires less make-ready than any other duplicating 
method. 


9, Ditto copies are photographically accurate—errors are im- 


possible. 
Write for Ditto Systems Samples today. 
DITTO, Inc., 703 South Oakley Blvd., Chicago 12, Illinois PAY ROLL 
In Canada: Ditto of Canada, Ltd., Toronto, Ont. PURCHA SING 
PRODUCTION 
ORDER-BILLING 
BUY WAR BONDS AND STAMPS I) | Q Udtiedd Y- 
e TRADE-MARK REG, U.S, PAT. OFF. 
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CALCULATORS 


| Marchant Calculating Machine Company 
| Home Office: Oakland 8, Califurnia, U.S. A.) 


| SALES AGENCIES 
| SERVICE STATIONS GIV.E SERVICE EVERYWHERE j 


“wr 
WEW USE for 
MARCHANT /” 


“We always thought rotary calcu- 


plying large figures, but recent — 
Marchant im- 
provements now 
enableustoshow 
big savings even 
when figures are 
small. 










“Yes, on figures like 37 hrs. x .95 
= 35.15 we've found our Mar- 
chant to be the best.... just as it 
always has been for larger figures.’’ 








“Tr’s easy to turn out 500 
copied answers pet hour 
like the one the boss 
talks about..- 

with some spare 


time, too! 
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DATES AHEAD 


All dates are listed as scheduled at time 


of publication of this issue. Subsequent | 


changes may be made. 


Meeting Dates of Controls 


September 


September 4—Chattanooga, Twin Cities 
September 6—Birmingham 


September 11—Boston, Buffalo, Cincin- 
nati, Cleveland, Milwaukee 


September 12—Baltimore 


September 
Toledo 


September 17—Kansas City, Pittsburgh 
September 18—Springfield, Syracuse 


September 20—Los Angeles, San Fran- | 


cisco 

September 21—Portland 

September 25—Atlanta, Dallas, Detroit, 
District of Columbia, Houston, St. 
Louis 


September 26—Indianapolis, Louisville, 
Rochester 


September 27—Hartford, Seattle, West- | 


ern Michigan 


- October 
October 2—Chattanooga, Twin-Cities 
October 3—Bridgeport 
October 4—Birmingham, Philadelphia, 
Quad-Cities 
October 8—Kansas City 
October 9—Boston, Buffalo, Cincin- 


nati, Cleveland, Milwaukee 
October 10—Baltimore 


October 11—Dayton, 
York City, Western Michigan, Toledo 


October 15—Pittsburgh 
October 16—Springfield, Syracuse 


October 18—Los Angeles, San Fran- 
cisco 


October 19—Portland 
October 22—Atlanta 


October 23—Chicago, Dallas, District 
of Columbia, Houston, St. Louis 


October 24—Indianapolis 
October 25—Seattle 

October 30—Detroit 

October 31—Louisville, Rochester 


Note: September meetings had not 
been scheduled as this issue went to press 
by the following Controls: Bridgeport, 
Chicago, New Orleans, Philadelphia and 
Quad-Cities. 

October meeting for New Orleans to 


| announced. 


13—Dayton, New York City, 


Hartford, New 


be | 
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IAS offers to qualified 
accountants a C. P. A. 
Coaching Course which 
has produced outstanding 
results. The enrollment fee 
is $42.00. For full partic- 


ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, inc. 


A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD 





CHELCAGO & LLLINOIS 








ds 
N 
rs 








Introducing This Month > Authors | 








A specialist in problems arising from appli- 
cation of Section 722, Mr. J. Paul Grogan has 
background 


which includes such 
hobbies as flying 
and music. Serv- 
ing, since 1942, 
with the public ac- 
counting firm of 
Arthur Andersen 
& Company as tax 
accountant, Mr. 
Grogan has pre- 
viously carried on 
a private law 
practice for a few 
years, in addition 
to having been an 
instructor in busi- 
; ness management 
MR. GROGAN and organization 
for two years, and 
subsequently serving as editor, until 1942, of 
the tax service of Commerce Clearing House. 
He holds degrees of Ph.B. and LL.B. at De 
Paul University, having undertaken as well 
post graduate work in accounting at North- 
western and Loyola Universites. 


a varied 





: 


The article which we publish by Mr. Barnes 
in this issue is indeed timely in view of the 
earlier-than-expected surrender of Japan and 
the sudden realization that any reference to 
postwar is a reference to the present, rather 
than the future. Mr. Barnes is director of the 
Division of Economic 
Research for the Re- 
search Institute of 
America. A graduate 
of the College of the 
City of New York, 
cum laude, and a 
member of Phi Beta 
Kappa, he took gradu- 
ate work at Johns 
Hopkins and Brown 
Universities as well as 
at the New School for 
Social Research, in 
New York. He _ has 
held fellowships at 
both Johns Hopkins 
and Brown. Many of Mr. Barnes’ articles on 
economic and business subjects have appeared 
in popular national magazines as well as in 
numerous specialized industrial and commer- 
cial publications. 





MR. BARNES 


The dissenting opinions of Mr. A. S. Pou- 
chot, in connection with the observations in the 
paper we carry by Mr. Barnes, are the product 
of one who has had 
many years of experi- 
ence in the industrial 
and accounting world, 
and whose avocations 
include history, eco- 
nomics, philosophy, 
mathematics, as well 
as French, Latin and 
Greek literature. A 
native of Akron, 
Ohio, and a descend- 
ant of the thirty 
French families who 
in 1827 colonized the 

MR. POUCHOT town of Louisville, 
which is now a sub- 

urban area of Canton, Ohio, Mr. Pouchot was 
educated at Akron University, which was then 
Buchtel College and which, in Mr. Pouchot’s 
words, was a school whose professors “‘de- 





veloped a zealous bent for somber reading.” 
To that, our author later added training in 
time and motion study and cost accounting. 

When rubber manufacturing promised to ex- 
cel the ancient family trades of farming, hard- 
ware and pottery making, Mr. Pouchot trans- 
ferred his interests to become a cost estimator 
for Miller Rubber Company, and later with 
Firestone Tire and Rubber Company. He has 
served Lee Tire and Rubber Corporation, as 
comptroller, since 1926. 


From a_ back- 

ground of activity 

in the securities and f 
automobile _ fields, 
Mr. Dold, who 
blended such ex- 
perience with the 
learning he had 
previously ac- 
quired at Hamilton 
College, where he 
majored in psy- 
chology and logic 
and economics, 
started with Cur- 
tiss- Wright shortly 
after Pearl Harbor 
as a personnel counselor in its Buffalo plant. He 
assisted in the development and installation of 
the company’s salary job evaluation plan and 
has since been in charge of this work as well 
as performing all phases of industrial relations 
work that tie in with salary job evaluation and 
salary administration. 





MR. DOLD 


Mr. Alfred G. Neal is well qualified to pre- 
sent the views he offers in this issue, since he 
served as comptroller of his present company 
for some time prior 
to being elected its 
president in 1939. A 
native of Maryland, 
Mr. Neal acquired 
early experience with 
the Citizens National 
Bank of Baltimore, 
the National Biscuit 
Company and_ the 
Berry Brother Var- 
nish Company. He 
served briefly with 
the public accounting 
firm of Haskins & 
Sells prior to joining 
Washington Railway 
and Electric Company in February, 1918. Enter- 
ing as a junior officer, he later became comptrol- 
ler, then vice president and subsequently added 
the responsibilities of general manager, prior 
to becoming president. Mr. Neal is a director 
of several corporations as well as being prom- 
inent in the work of such bodies as the Wash- 
ington, D. C., Board of Trade; the Boys’ Club 
of Washington, D. C.; and the American Red 
Cross in that city. 





MR. NEAL 


Mr. Daniel J. Hennessy, who presents in 
this issue an exposition of the aspirations and 
policies of the Controllership Foundation, is 
well known to readers of “The Controller.” 
Now serving as president of the Controllership 
Foundation, he is likewise numbered among the 
pioneers in the field of controllership who were 
among the first to join the newly founded 
Controllers Institute of America, being 
holder of its membership certificate number 
50 and having served as the second national 
president of the organization for the 1933- 
1934 term. . 

A wide-spread background of activity over 
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Many years and 
im various Parts 
of the country 
includes service 
in executive ca- 
Pacities with ep. 
gineering and 
Management cor. 
porations, public 
ut: lities, railway 
and transpor- 
tation companies, 
and a number of 
others. Mr. Hen- 
nessy was at- 
tached to the fac- 
ulty of the Uni- 
versity of Pittsburgh for three years as a 
special lecturer on the economics of public 
utilities, finance and accounting. 

Widely known in the utility industry as one 
of the leading controllers and economists, he 
is president of The Technical Valuation So- 
ciety, and has also served in bygone years as a 
member of such bodies as the Taxation Com- 
mittee of the American Electrical Railway As- 
sociation, the Statistical Committee of the 
American Gas Association, and the Cost Ac- 
counting and Taxation Committee of the Na- 
tional Coal Association. He is at present con- 
nected with Long Island Lighting Company, 
of Mineola, New York, as associate controller, 





MR. HENNESSY 


Dr. C. L. Burrill, who presents an optimistic 
forecast of the postwar petroleum industry in 
this number, is a petroleum economist in the 
Coordination and 
Economics Departt- 
ment of the Standard 
Oil Company (N.J.), 
which he joined in 
the summer of 1940. 
Prior to that he was 
assistant professor of 
accounting at the 
Harvard Business 
School where he 
taught accounting, 
Statistics and econom- 
ics, with the excep- 
tion of one year spent 
in San Francisco, 
where he divided his : 
time between the Standard Oil Company of 
California, being engaged in economic research, 
and as a junior accountant for the San Fran- 
cisco office of Lybrand, Ross Brothers and 
Montgomery. He is a member of the American 
Economic Association, the American Statistical 
Association, as well as several groups of busi- 
ness economists which meet periodically to 
discuss problems of common interest. 





DR. BURRILL 


Mr. Joseph J. Myler, who reviews business 
policies of bygone years in our pages this 
month, speaks from a pattern of experience 
gained in some 
thirty years of 
business _ activity 
in various fields, 
both in the mid- 
west and the east- 
ern section of the 
country. He is cur- 
rently serving as 
secretary -treasuref 
of Neisner Bros., 
Inc. and is a di- 
rector of the com- 
pany, as well as 
being chairman of 
the Endowment 
Investment Com- 
mittee, a Trustee, 
and a member of both the executive and f- 
nance committees of Hobart College from which 
he received his B.A. degree in 1919. In 1931 Mr. 
Myler qualified for an M.A. degree from the Uni- 
versity of Rochester after resuming collegiate 
study for a period of time. PAUL Haase. 





MR. MYLER 
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How to keep costs 


from “HITTING 


A way to maintain profits and employment while 
strengthening your competitive position 


eae AFTER reconversion and government price con- 
trols are eased...the problem of streamlining un- 
necessary expenses out of your business remains. 

Individual company profits, employment and the entire 
national economy seek a higher level only as costs seek 
a lower level. Only as more is offered for less. Only as 
more—and better products and services are put within 
reach of more pocketbooks. 


How can costs be trimmed further? 


New possibilities for savings were discovered by many 
companies (as well as by the Army, Navy and Govern- 
ment Agencies) in licking the critical problem of manu- 
facturing and moving war goods faster. In searching out 
road blocks to faster production and distribution, they 
found where and how to eliminate needless costs as well 
as needless delays. 

Where? How? Scientific analyses of record systems 
of control conducted by Standard Register representa- 
lives spotted useless motions, waste, inefhicient use of men, 





THE CEILING”... 


materials and machines. The savings, resulting from bet- 
ter control and less paperwork, were in many instances 
tremendous. 


Could you use such savings, today? 


Our iechnical facilities are available to help meet your 
problems of reconversion and postwar operations in the 
development of adequate and efficient Systems of Control. 
Call a Standard Register representative today. He will 
apply an exclusive, wartime tested, practical technique 
to simplify your paperwork problems. Without upsetting 
your office routine, he will show you how to obtain better 
business record control... giving you a saving in time 
and costs. 


WRITE for ‘‘A New Frontier In Business.’* 
It outlines in detail the services we offer. 
Send for your copy or ask for a represent- 
ative to call and discuss your problems. 


ooo0o9oo0¢90 


THE STANDARD REGISTER COMPANY 


Manufacturer of Record Systems of Control for Business and Industry 
DAYTON 1, OHIO 


Pacific Coast: Sunset McKee-Standard Register Sales Co., Oakland, California. Canada: R. L. Crain Limited, Ottawa. London: W. H. Smith & Son, Ltd. 
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Lidttortal Comment 


Peace, New Era, New Responsibilities 

T is here—peace—much earlier than was expected or hoped. This beginning of a new cycle of responsibilities 

for those who are charged with preserving the American economy as our business leaders know it, is faced with- 
out fear or trepidation. The new era, sudden though its arrival, is being met resolutely and courageously by 
business managements and’controllers—the same men who faced with indomitable will the trying historic pe- 
riods, first of preparation of other nations for war, and later of arming and supplying our own nation. 

In the fall of 1942 it was pointed out by government officials and leaders in the field of controllership that 
“controllers are in the front line of the production battle.” In the ebbing summer of 1945 these same controllers 
find themselves in the forefront of the battle of termination and reconversion—a changed front, but a battle 
no less furiously fought—a struggle on the outcome of which hang the immediate and possibly the distant future 
of the American free enterprise system. 

Sudden and dramatic as were the events of early August, which at this writing were in the midst of their rapid 
unfolding, they did not find unprepared the thousands of controllers and the business managements of which 
they are a part. Carefully laid plans, ready to hand, which were put into operation at a moment's notice, not only 
cushioned the shock of drastic reversals of the course of industry and business, but inspired confidence at a time 
when it was most needed, and permitted cool thinking and the prompt, accurate action which is so characteristic 
of American business. 

This new challenge to management had been foreseen, measured, appraised, and evaluated even while the far 
flung production efforts were at their peak—during months when even to think of postwar conditions and prob- 
Jems was branded by many as disloyal and unpatriotic. For months controllers peered into the future. Groups 
of the keenest, most constructive thinkers among them devoted days to putting into concrete form a carefully 
written description of the conditions which were likely to be faced, after the war; and to preparing charts of ac- 
tions to be taken, first while the production struggle was still in progress, and later when the war-born orders were 
withdrawn. They constituted a war and postwar report and program, which even then were hailed as note- 
worthy. How accurately controllers envisioned last month’s happenings, how clearly they foresaw the problems 
to be met, are evidenced by today’s orderly handling of difficult situations, and by the smooth, unhurried execu- 
tion of carefully drawn plans. 

The job has just begun. For a year or more managements will be hard put to it to make adjustments, to meas- 
ure the effects of economic changes and the relaxation of governmental controls. The plans made in advance are 
flexible, and must be changed in their application as circumstances require. All along the line, controllers and 
managements must watch closely and measure the effects of proposed actions. The controller must know in ad- 
vance what the effects of any proposed moves will be on the financial status of his company. He is the trustee of 
the estate of his company, which must be not only preserved, but strengthened, through the turbulous months 
ahead. 

The making of the momentous decisions which are now being effectuated, and the handling of difficult situa- 
tions which will present themselves in ever mounting volume in coming weeks, are in safe hands. Business lead- 
ers and their aids will acquit themselves creditably. They will meet the test, a prediction based on the superlative 
record which these men have written since 1939. Better armed by experience and by higher standards, devel- 
oped during the war by close study and mutual cooperation, they cannot fail. A. R.T. 
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The Controllership Foundation 


HE Trustees of the Controllership Foundation, 

Inc., are moving slowly, and considering each step 
carefully, in setting up this new instrumentality. What 
the beginnings of this undertaking were, how far back 
they date, what the underlying thought is, and the type 
of program to be undertaken, are all set forth in an 
illuminating article by Daniel J. Hennessy, President of 
the Foundation, in this issue of ‘““The Controller.” It 
is worthy of careful reading for the information which 
it will give to controllers and to the managements of 
their companies. Mr. Hennessy makes the point that 
the function of controllership constitutes a kind of 
clearing house of management, where vital informa- 
tion is ascertained and exchanged in the all important 
process of planning coordinated operations as well as 
in the recording and evaluation of actual results. Its 
big job is the factual implementation of management. 
How the Foundation may supplement the work now 
heing done by the Controllers Institute of America is 
set forth clearly. It is a development of importance. 


Our Economic System Can Save Peace If Given Chance 


— BARUCH comes to bat again with an ob- 
servation made in his usual trenchant style. Said 
he: “Our political and economic system saved the world 
intwo wars. It will save the peace if given a chance.” 
That is his reply to those who are talking collectivism 
and the possibility of combining portions of it with the 
system of free enterprise. 

The doddering old system of private enterprise seems 
to be doing pretty well by itself. 


Inventory Financing 


HERE are signs that inventory financing will be 

used widely in the postwar period. The thought is 
being advanced that warehousemen have an opportu- 
nity to provide a special service to American business 
and finance. Some of the opportunities for special serv- 
ice which are presented in this field will be described in 
an article which will appear in the October issue of this 
publication entitled “Warehousing’s Role in Postwar 
Inventory Financing” by R. L. Gordon, of the Lawrence 
Warehouse Company. 


Prompt Lifting of Controls Appreciated 


. speed with which Government controls over in- 
dustry, which were so effective during the war, have 
been suspended and are being suspended, has impressed 
leaders in industry and business favorably. They feel 


that real progress can be made in reconverting their 
plants to peacetime production under these conditions. 

The word came out of Washington that before the 
close of August there would be in effect only 40 WPB 
controls which apply to scarce materials and they, too, 
it is stated, will be lifted in a few months. 

What may be termed orderly confusion marks these 
whirlwind weeks, but out of it, there can be no doubt, 
will emerge a stronger and more efficient economy. 


Controllers on OPA Industry Committees 
Perform Valuable Service 


MEMBER of the Controllers Institute of America, 

Mr. L. M. Nichols, of the General Electric Supply 
Corporation, Bridgeport, has been named chairman of 
the Electrical Supply Wholesale Distributor Industry 
Advisory Committee, to aid the OPA. 

Selection of controllers, from the official families of 
corporations, to serve in these important capacities, is a 
tribute to their competency which places them on a 
high plane. Controllers have been in a position to as- 
sist the OPA materially by serving on industry com- 
mittees. The facts which they can supply concerning 
costs, volumes of sales, and like information form the 
basis of decisions made by the OPA. 

The controllers and the advisory committees, of 
course, do not, and probably would not wish to, assume 
responsibility for the decisions made by the OPA. 
Their contribution is the supplying of information 
and advice. 


Controllership Education Being Planned 


Pe for the educational research work of the 
Controllers Institute of America are proceeding 
apace. An outline, submitted to a recent meeting of 
the National Committee on Education of The Institute, 
as prepared by Dr. Edward B. Logan, recently chosen 
director of Educational Research, states two basic ob- 
jectives: 1. Educating ourselves further as controllers; 
2. The preparation of material for use by schools of 
business administration of colleges and universities, as 
well as material for use by controllers. It is contem- 
plated that controllership courses should be on the 
graduate rather than the undergraduate level when 
offered. 

As its first step, the National Committee on Educa- 
tion expects to release shortly a bulletin digesting ar- 
ticles which have appeared in ‘The Controller” during 
the past eleven years on “The Place of the Controller’s 
Office in the Business Organization.” ALERT. 











— -_ ————— —- —— 


FLASH: Controllers’ Convention Will Be Held 
Controllers of America’s business concerns will meet, in Chicago, in several sessions on Monday, September 24, at Hotel 
Stevens—an announcement now made possible by official easing travel restrictions. Details will be communicated by 
the Controllers Institute of America to its members, by mail, and will be sent to others in this field upon application. 
This will be the Annual Meeting of The Institute, and will provide the first opportunity that controllers have had in a year | 
to assemble in other than local meetings, to discuss the many vital subjects now uppermost in their minds, including primarily | 
the problems presented by reconversion, financial and physical. 























Section 722: Recent Developments 


Probably no section of the Internal 
Revenue Code ever provoked such an 
immediate volume of discussion as did 
Section 722 after its amendment in 
1942. This is due to a combination of 
reasons: First, it is the most unusual 
refund section ever written, the right 
to relief and the amount of relief de- 
pending almost entirely upon successful 
presentation of the case; secondly, its 
purposeful generality is a novelty in a 
technical field characterized by a lack 
of precedent; thirdly, the possibility of 
its application had to be determined in 
the case of every corporate taxpayer. 

The statute, by itself, was too vague 
to warrant any expression of public 
opinion until the Treasury, through 
issuance of its Regulations, provided the 
taxpayers with sufficient education to 
loose a barrage of criticism. Since that 
date, the technical publications have 
constantly featured articles on the sub- 
ject, many of which appear self-serving. 

It is certain that little would be 
gained from laboring the subject further 
were it not for the recent release of the 
Bulletin on Section 722 revealing the 
Bureau's concept of the law and, inci- 
dentally, suspending administration. 
Opportunity 1s thus provided for a re- 
view of the administrative procedure 
and for evaluation of the new Bulletin. 

It is hoped that this discussion will 
be as suggestive, albeit contentious, as 
have been the contributions of others to 
a better concept of the law. To derive 
the maximum of benefit within the 
minimum of time, the author assumes a 
mutual familiarity with the statute, the 
Regulations, Form 991, G. C. M. 24013, 
and the more widely circulated articles 
by practitioners. With this common 
basis, the subject matter may easily be 
limited to those points which constitute 
an advance in, or a departure from, a 
rather settled concept of the law. 


ADMINISTRATION 


Since the nature of relief available 
under this section differs for each 
claimant, the details of administration 
also vary with each case, with the effec- 
tiveness of case presentation, and even 
with the personalities involved. Certain 
administrative procedures, of universal 
application, demand attention because 
they will probably survive the present 
lull. 

Subsequent to the long period of 
relative inactivity immediately follow- 
ing the 1943 deadline, the field agents 
went to extremes in a concentrated 
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drive to dispose of all claims. This 
period proved rather wearying to the 
taxpayers, because it was marked by 
peremptory and futile demands for 
withdrawal of claims succeeded by a 
barrage of standard requests for sup- 
porting data. Unfortunately, the agents 
were still woefully uninformed about 
the subject and used little discretion in 
confining requests to pertinent data. 
Popular reaction to the irrational atti- 
tude of the agents during this period 
stimulated, no doubt, the preparation 
of the late Bulletin supplementing the 
official Regulations. Since the Bulletin 
is rather comprehensive and since the 
agent’s grasp of the current law always 
lags behind that of the taxpayer, the 
current pause in field activity probably 
will endure for some time. Ultimate 
settlement of the more substantial cases 
will also be deferred, in all probability, 
until the opinions of the Tax Court are 
reflected in its decisions. 

Many taxpayers are still confronted, 
however, with the task of submitting 
the reams of data formerly reqeusted by 
the agents. Since issuance of the Bulle- 
tin is a tacit admission that the agents 
began too zealously, it would appear 
that the taxpayer would not be preju- 
diced if he submitted only those data 
reasonably expected to support its claim. 

The amount of data which should be 
prepared and submitted to the agent is 
troubling many taxpayers. Undoubtedly, 
the deserving claimant will never suffer 
from a total disclosure of all facts and 
proof immediately on audit. The ma- 
neuver to by-pass the agent for an in- 
evitable settlement in the Tax Court 
may not prove wise since the Tax Court 
is now considering a motion that its 
jurisdiction is one of review only, and 
that it should entertain no evidence 
which has not been submitted to the 
Commissioner. Since a ruling to that 
effect is very probable in the opinion of 
practitioners, many claims are in im- 
mediate jeopardy because the Commis- 
sioner could issue abrupt denials follow- 
ing such a ruling. Particularly would 
this affect taxpayers which have taken 


Section 710(a)(5) deferments and are 
relying upon the Commissioner's con. 
cession of a reasonable time for comple. 
tion of such claims. A close scrutiny of 
the ruling “conceding” this additional 
time reveals that the Commissioner 
made no concession whatsoever but 
merely restated the long-existing law, 
Also, as late as this month, a representa- 
tive of the Bureau has publicly stated 
that the reasonable time for amendment 
of 1942 claims has already elapsed. Such 
claims, therefore, should be promptly 
completed and supported by any addi- 
tional data requested. In the light of 
these developments, the risk of with- 
holding information on any claim may 
far outweigh the savings in time or the 
psychological advantages of reserve 
strength. 

All taxpayers have been wondering 
whether or not the Bureau would te- 
lease any data of a general nature to 
shorten the work of taxpayer and agent 
and to lessen the tax deductions for 
costs incurred in preparation of these 
claims. A partial answer has been given 
in the recent release designating numer- 
ous industries whose cycles of income 
were not sufficiently variant from that 
of business in general to qualify under 
Section 722(b)(3). Notwithstanding 
this negative approach, the release in it- 
self is encouraging. (Incidentally, ac- 
cording to the Bureau’s own definition 
of an industry, this release will hardly 
preclude cycle cases within these indus- 
tries.) The Commission is quoted as say- 
ing that additional data will be released 
by the Bureau when the Bureau is sure 
such data are correct. Time will tell 
whether the data will be of unilateral 
value, and whether the time and money 
of government and taxpayer will really 
be saved by the release and subsequent 
acknowledgement of mutually advan- 
tageous statistics. 

Returning again to the position of 
the Tax Court, many taxpayers are pes- 
simistic of their claims because this 
body has been designated, in the statute, 
as the last resort. Such pessimism does 
not seem warranted in view of the Tax 





INTERPRETATION STILL NOT FINAL 


In the closing paragraph of his analysis of current developments in the ad- 
ministration and interpretations of Section 722 of the Internal Revenue Code, 
Mr. Grogan, of Arthur Andersen & Co., Chicago, concludes that while the in- 
terpretation of Section 722 has not yet reached a final state, “the statute with 
a fair interpretation and a fair administration, provides adequate relief for 
inequities not relieved under other provisions of the law.” 


—THE EDITOR 
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Court’s excellent record to date. Fur- 
ther, lawyers seem well agreed that 
Congress cannot deprive a person of 
judicial review on questions of law— 
and the wording of the statute does not 
reclude application of this principle in 
Section 722 claims. Some grounds for 
fear may be found in a Tax Court ruling 
that the Court’s jurisdiction is confined 
to review only. Will this force the 
daimant to prove the Commissioner's 
determination unreasonable before the 
Tax Court will substitute its judgment ? 
Or will the Tax Court fill the role of 
arbiter between the Commissioner and 
the claimant. Since the taxpayer can not 
construct an absolute amount of normal 
earnings, the Commissioner could rarely 
be proven unreasonable in his determi- 
nation. Therefore, an affirmative answer 
to the second question is necessary to a 
fair administration of the law. 

One of the most disturbing aspects 
of recent procedure is the fact that the 
Commissioner can refuse relief without 
explaitfing his basis for refusal. It is 
inherently unfair that the taxpayer can- 
not demand the Commissioner’s reason- 
ing, and the Commissioner is recogniz- 
ing this inequity by a bill of particulars 
in the form of a request for additional 
information at the appellate stage. Un- 
der the circumstances, the taxpayer can- 
not complain unless the requests for 
additional information are so vague 
that a joinder of issues in the Tax Court 
cannot be anticipated. 

An unusual development is apparent 
in the Bureau’s refusal to agree to with- 
drawal of a claim, and its insistence 
upon a denial, after the field audit has 
begun. The Bureau’s agreement, or lack 
of agreement, appears innocuous under 
the general law for refunds, but the 
reason underlying such a policy is un- 
fathomable to most taxpayers. This is- 
sue has arisen several times when a tax- 
payer, anticipating a deficiency letter, 
has attempted payment of a Section 
710(a)(5) deferment and withdrawal 
of an incomplete claim. 

These section 710(a) (5) deferments 
generally have not been as beneficial as 
estimated. The so-called psychological 
advantage is, ironically enough, on the 
side of the Bureau in most cases. The 
1943 law deferring payment of interest 
by the government until September of 
1945 causes the balance of interest to 
tun against the taxpayer if claims are 
settled for approximately fifty per cent., 
or less, of the relief requested. (A few 
calculations at varying levels of relief 
with assumed dates of settlement shows 
how costly a Section 710(a)(5) defer- 
ment may be when the loss of govern- 
Ment-paid interest is also contem- 
plated.) As time passes, with the 
balance of interest running against the 
taxpayer, the taxpayer becomes more 
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anxious for a quick settlement, while the 
Bureau is hurried by no such fact. 

These comments on administration 
may prove to be of transient value since 
the Bureau is obviously avoiding final 
decision on all claims until the Tax 
Court announces its views on Section 
722. Such a position is altogether in- 
consistent with the Bureau’s request for 
a ruling that the Tax Court is a tribunal 
of review only, but the Bureau’s reluc- 
tance to depart from its characteristic 
role is not surprising. No contrary con- 
clusion can be formed from the list of 
cases settled during the last fiscal year. 
The small refunds indicate only that the 
Bureau could not pass the opportunities 
for some very favorable bargains. 


INTERPRETATION 


Of more transient value than present 
administrative policies, however, are the 
current interpretations by the Bureau, 
the taxpayers, and the practitioners. In 
the opinion of the author, none of the 
published interpretations, by Bureau or 
practitioner, have ever approached the 
quality of the Regulations issued in 
June of 1943. The apparent inconsist- 
encies in the Regulations, which pro- 
voked such a storm of criticism from 
taxpayers, actually vanish upon close 
study of the law and committee reports. 
Inconsistencies remain only because the 
statute is not thoroughly integrated. 
With this limitation and the further 
limitation that the Regulations were 
written for al] taxpayers, the Commis- 
sioner produced a remarkable piece of 
work. By this date, the Regulations 
have obtained general acceptance. 

The current development in interpre- 
tation is the Bureau's heroic attempt to 
elaborate on the law and Regulations 
through the new Bulletin on Section 
722. Due allowance, again, must be 
made for the fact that this Bulletin can 
not be all things to all men; also, the 
reader should remember that it was 
originally designed as an agent’s man- 
ual. Full credit must be given for its 
tremendous suggestive value, especially 
on methods of reconstruction, but im- 
portant to this discussion are the exten- 
sions and variations of interpretation 
introduced therein. 

It actually seems that a dominating 
influence was present during the com- 
pilation of this Bulletin—an influence 
which, absent in the drafting of the 
Regulations and G. C. M. 24013, inter- 
jected an altogether different concept of 
the law. This new concept is evident 
throughout the Bulletin in the discus- 
sion of those details omitted from the 
more general treatment in the Regula- 
tions. In several places, reconciliation 
of both concepts becomes impossible, 
and violence is done to the former ex- 
pressions of the Commissioner (see the 
third paragraph of VIII B(3)). In some 
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cases, the taxpayer's right to relief is ex- 
tended by this new concept; in other 
cases, relief has been curtailed. In many 
instances, formerly obscure points are 
exhaustively treated; in other cases, 
simple problems have been made com- 
plex. On the whole, the benefit derived 
from the volume of helpful material is 
more than offset by the anticipatory 
defenses raised. And by the simple proc- 
ess of reductio ad absurdum, the Bulle- 
tin makes a mockery of legal interpreta- 
tion. The Bureau has made many of its 
points by indirection, however, and the 
taxpayer cannot be too careful in dis- 
tinguishing between the implications 
and statements in the Bulletin. 

The principal innovation is the multi- 
ple concept of normal now advocated by 
the Bureau. Taxpayers understood that 
Congress, in its use of the term ‘‘nor- 
mal,’ was referring to normal for ex- 
cess profits taxable years under genera] 
economic conditions comparable to 
those existing in the base period years. 
The Bureau now emphasizes the theory 
that ‘normal’? means normal for 1936 
through 1939, rather than normal for 
excess profits taxable years. The dis- 
tinction between the two concepts is 
not easy to make in an unilateral discus- 
sion, and this latest contribution by the 
Bureau indicates how easy it is to foster 
confusion of thought on the subject. 
Exemplification of the new theory might 
be best found in the Bureau’s idea of 
normal for taxpayers with a fiscal base 
period and for taxpayers not entitled to 
use the earned income credit. The Bu- 
reau insists upon a reconstruction of the 
years 1936-1939 in such detail that the 
normal for the excess profits taxable 
year is sacrificed. This exclusive method 
of insuring the proper economic level 
necessarily ignores the continual prog- 
ress and change in economic circum- 
stances which is undoubtedly a major 
consideration in the opening of a new 
business. It is acknowledged that the 
fundamental procedure for reconstruc- 
tion is not affected by the difference in 
theory, but it is emphasized that the 
dollar amount of every item used in the 
reconstruction is directly affected. 

The Bulletin’s support for its reason- 
ing is found in extension of possible im- 
plications and inferences in the detail 
of the section without measuring the ex- 
tent of each possibility by the facts that 
Section 722 inherently provides relief 
from excess profits taxes and that Sub- 
section 722(a) forcibly indicates a con- 
trary intent. The seed for the Bureau’s 
theory was planted in the original Reg- 
ulations when the Commissioner ad- 
vocated reconstruction of normal for 
cases falling under Subsections (b) (1) 
and (b)(2). This suggestion was per- 
tinent for such cases since, for the av- 
erage claimant, normal could be recap- 
tured merely by eliminating the depress- 
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ing condition or the effect of a depress- 
ing event. But the Commissioner did 
not make the procedure mandatory. 

Adherence to this new principle 
throughout the Bulletin distorts the dis- 
cussion of all types of claims (Subsec- 
tion (b)(3) claims excepted and fre- 
quently justifies taxation of normal 
profits as excess profits. For example, 
the claimant is prevented from adjust- 
ing operations to eliminate adverse fac- 
tors which, in themselves, would not 
qualify the corporation for relief. On 
the other hand, the Bureau naively rec- 
onciles this conclusion with its endorse- 
ment of G. C. M. 24013, requiring elim- 
ination of abnormally high income. 
Consequently, the Bureau is maintain- 
ing that where the amount of an item 
expense’is high, or the income low, such 
item is normal because actual; but when 
the expense is low, or the income high, 
the taxpayer should adjust his actual on 
reconstruction because these items are 
abnormal. If the yardstick for measure- 
ment of these items is not conceded to 
be normalcy in the excess profits tax- 
able year, at least they should be meas- 
ured by a rule more standard than con- 
venience. 

Taxpayers are already familiar with a 
third concept of normal, applicable in 
the cyclical cases, because the original 
Regulations introduced actually contain 
the term, “average normal earnings.” It 
would appear that some license had 
been taken by adoption of this concept 
of normal, but, in view of the obviously 
exclusive method of reconstruction for 
these claims, any issue on this point is 
probably academic. 

The possibilities of relief are again 
narrowed in the Bulletin by the Bu- 
reau’s complete submergence in eco- 
nomic theories and statistical data. Ap- 
parently, the section has challenged the 
versatility of economic principles for 
the diminution or elimination of all re- 
lief claimed. The cyclical cases are par- 
ticularly hampered by these limitations 
in the Bulletin. It is hard to believe that 
Congress would condition its relief 
upon the willingness and ability of each 
taxpayer to counter the self-serving 
theories of experts in economy and sta- 
tistics. It is equally hard to believe that 
ex post factum adjustments in business 
indices will produce the relief Congress 
intended. 

On the other side of the ledger, the 
Bulletin frankly meets some of the more 
frequently recurring problems unsolved 
by the original Regulations. Important 
among these are the right to concurrent 
application of relief measures extended 
under other sections of the law, the pro- 
priety of the carry-over in (b) (4) cases, 
acknowledged of the importance of the 
shakedown period following commence- 
ment or change of business, and recom- 
mended procedure in claims by taxpay- 


ers engaging in more than one type of 
business or having more than one 
ground for relief. 

Study of the qualification tests and 
recommended reconstructions under 
each subsection reveals that the Bulletin 
vacillates between favoring and penal- 
izing the taxpayer. Recital of instances 
is limited to the more important points 
in order that this discussion will not be- 
come picayunish. 


Subsection (b)(1)— 

A broader interpretation of “produc- 
tion, output, or operation” renders sub- 
sections (b)(1) more potent than was 
originally realized. The broadened in- 
terpretation is no departure from the in- 
tent and wording of the law, but many 
taxpayers were expecting a more limited 
approach by the Bureau. 


Subsection (b)(2)— 

Under subsection (b)(2), qualifica- 
tion has been both extended and lim- 
ited. The Bureau recognizes two types 
of cases wherein taxpayers were antici- 
pating controversy. It is now conceded 
that a taxpayer may qualify with a de- 
pression caused by a combination of 
temporary and unusual economic cir- 
cumstances, none of which, per se, 
would be large enough to warrant re- 
lief. Closley related is the case of the 
taxpayer who experiences unusual events 
with disqualifying regularity but who 
encountered the same old conditions in 
the base period, magnified by unusual 
severity or duration. The Bureau appears 
to be rendering lip service to a principle 
in the latter case, because, simultane- 
ously, the Bureau would deny relief to 
a manufacturer absorbing a temporary 
and severe excise tax during the early 
part of the base period. True it is that 
taxes are an ordinary incident of all 
business, but the indispensability of any 
expense hardly justifies refusal of this 
severity and duration test. Since a large 
number of taxpayers are claiming a re- 
duction of the base period level of ex- 
pense, the Bureau’s position on this 
point is tremendously important. 

A substantial blow was dealt to the 
hopes of many claimants under Subsec- 
tion (b) (2) when the Bulletin flatly de- 
clared that a depression resulting from 
internal condition was not one caused 
by economic conditions. The Bureau’s 
position seems fairly tenable, but de- 
serving claimants are not precluded 
from relief by this conclusion. If the 
internal circumstances causing a depres- 
sion in the base period resulted from 
factors unchanged in the excess profits 
taxable years, relief is not equitably 
forthcoming; if the factors are changed 
by the excess profits taxable years, how- 
ever, then the claimant should seek its 
relief under Subsection (b)(4) for a 
change in basic management policy. Of 
course, these cases are dependent upon 
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the degree of discrimination which, in 
turn, measures the importance of the 
change in character. An example in the 
introductory passages of the Report of 
the Senate Finance Committee on the 
1942 Act (page 37) secures the taxpay- 
er’s rights to relief in such cases. 
Noteworthy is the Bureau’s solution 
of the apparent dilemma on whether 
certain facts qualify the taxpayer under 
subsection (b)(1) or under subsection 
(b)(2). The Bulletin explains that the 
subsections are so closely related in 
qualifications and method of reconstruc. 
tion that differentiation may be aca- 
demic. Allegation of right under both 
subsections will adequately protect the 
taxpayer in the borderline cases. 


Subsection (b)(3)— 

Attention has already been drawn to 
the difficulty confronting cyclical claim- 
ants in contending with economic and 
statistical data rendering the section in- 
nocuous. The Bureau will recognize its 
own Statistics of Income after certain 
adjustments; and adjustments of these 
statistics in accordance with the Bu- 
reau’s recommendations emasculates the 
Senate Committee’s statement that the 
base period is a period of moderate 
prosperity. Taxpayers will now have to 
disprove this theory or suffer the loss of 
the “moderate prosperity” on recon- 
struction. 

Although one should be qualified as 
a technician to dispute with the eco- 
nomic principles propounded in the 
Bulletin, some of the Bureau’s premises 
seem unfair to the amateur. For instance, 
the Bulletin measures cycles in such ma- 
jor proportions that there is no recogni- 
tion of smaller cycles within larger 
ones. Actually, however, for such a 
short base period, the smaller cycles are 
equally as important in their effect upon 
the excess profits credit. Obviously, the 
Bureau is establishing an anticipatory 
defense against the taxpayer’s proof of 
variance in cycles. The Bureau's ex- 
amples, however, imply far more than 
the statement of principles. The Bulle- 
tin points out that 1922-1939 is the only 
reasonable test period within which the 
cyclical variance should be established; 
then the Bulletin belittles its own tec: 
ommendation by stating that the period 
is all too short to be conclusive. Other 
anticipatory defenses against cyclical 
claims are also established. Referred to 
already is the Bureau's paradoxical posi- 
tion on economic principles. The tax- 
payer is put under a distinct disadvan- 
tage in the Bureau’s refusal to recognize 
the inherent relationship between net 
income and gross income. Proof of 3 
cyclical pattern in the claimant's indus 
try becomes awkward when the Bureau 
stresses the statutory term “profits 
cycle,” and demurs to the accepted fact 
that profits are inherently noncyclical. 

The overemphasis on economic theory 
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js again apparent in the requirement 
that the industry cycle, in its variance 
from the general business cycle, must 
hear a rational and characteristic rela- 
tionship thereto, The Bureau's prefer- 
ence for this economic definition of a 
cycle is readily understandable when it 
can be used to distinguish among claim- 
ants entitled to relief and to eliminate 
another group of taxpayers from con- 
sideration under the law. And this is 
the true result because, for the taxpay- 
ers who cannot establish this rational 
and characteristic relationship, there is 
no relief available under any other sub- 
section. 

Not so facetious, perhaps, was the 
wag who commented that after applica- 
tion of the Bureau’s cyclical tests to the 
general business cycle he concluded that 
there is no general business cycle. Cer- 
tainly, the practitioner had better brush 
up on his ‘‘sunspots’’ before his meeting 
with the Bureau. 

Inconsistent with this vigorous de- 
fense against cyclical cases is the Bu- 
reau's further relaxation of emphasis 
upon the “amplitude and length” re- 
quirements in the cyclical cases, and 
upon the term “production” in the 
sporadic profit cases. The Bulletin pays 
no more attention to these requirements 
than was evident in the official Regula- 
tions. 


Subsection (b)(4)— 

Deliberate disregard of the principle 
that relief sections should be liberally 
construed indicates that the Bureau can- 
not gainsay its interest in denying, 
rather than granting, deserved relief. 
The Bulletin goes far afield to fashion 
a technicality which is utilized to bar a 
whole class of claimants under Subsec- 
tion (b) (4). By construing “commence- 
ment of business” to mean commence- 
ment of active operation, no relief is 
available under Subsection (b) (4) for 
a corporation dormant during the base 
period; on the other hand, no relief is 
forthcoming under Subsection (c) be- 
cause such corporation had the right to 
use the earned income credit. 

Somewhat the same spirit is evident 
in the limitation of relief for taxpay- 
ers who have experienced a difference in 
the ratio of nonborrowed capital to 
total capital. The original Regulations 
pointed out that an adjustment in base 
petiod interest expense would be war- 
tanted in those cases where the relief 
would be substantial. By confining dis- 
cussion to adjustment of interest alone, 
while according a more comprehensive 
Coverage to the whole subject of Sec- 
tion 722, the Bulletin would imply that 
the reduction of borrowed capital would 
not otherwise increase the stability and 
farming potential of such taxpayer. 

Beyond the preceding observations 
(and excepting the forcible implications 
of a vague reference to the 1941 Reg- 


ulations), the significant points under 
Subsection (b) (4) all spring from the 
interpretation of the pushback and com- 
mitment rules. It seems, also, that these 
two provisions occasion more trouble 
for the taxpayers than does any other 
aspect of Section 722. 

By itself, the commitment rule is not 
too difficult to understand and the orig- 
inal Regulations handled the provision 
very acceptably. Congress found a 
reasonable ground to distinguish be- 
tween profits arising from a change in 
capacity insofar as the change may have 
resulted from a decision made in nor- 
mal times or from a decision made after 
the uplift in the general economy. A 
commitment having been established 
and consummated, the credit should 
equitably be adjusted only to the extent 
that the changed capacity entered into 
the operation of the excess profits tax- 
able year. The discrepancy between the 
instructions for Form 991 and the for- 
mal Regulations resolves itself into 
further adjustment for the shakedown 
period following entrance of an in- 
creased capacity into operations. From 
the beginning, then, the Bureau has 
properly and consistently recognized ex- 
tension of the variable credit rule to 
encompass the shakedown period. 

The Bulletin has not simplified the 
taxpayer’s position in the commitment 
cases, however. Some new rules have 
been introduced to test whether or not 
the claimant qualifies under the commit- 
ment provision. The taxpayer must now 
establish that it could not have with- 
drawn from its alleged commitment 
without detriment. Also, the Bulletin, 
through some verbal gymnastics, now 
implies that the claimant must establish 
an unequivocal intent to make a change, 
whereas the former rule provided only 
that the commitment be proven by a 
change in position unequivocally estab- 
lishing the intent. The real test on these 
cases should be whether or not the com- 
mitment was consummated coupled with 
definite evidence that the decision was 
made under the normal conditions ex- 
isting during base period years. No 
arbitrary tests can be established, as has 
been done in the Bulletin, without plac- 
ing a limitation on the expressed intent 
of Congress. 

On reconstruction in the commitment 
cases, the Bulletin would now deny tax- 
payers the use of certain ratios permis- 
sible under the Regulations. This point 
was previously mentioned as a case 
where the Bulletin does violence to the 
Commissioner's formal Regulations. An 
oddity creeps in here too, when the Bu- 
reau would compel reduction of an 
established reconstructed credit because 
the increased capacity underlying a com- 
mitment qualification has been liqui- 
dated. Without regard to the merits of 
this requirement, why is this case differ- 
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ent from that of a taxpayer qualifying 
because of a strike and experiencing a 
strike in the excess profits taxable year 
also? 

The pushback rule is the nemesis of 
taxpayer and Bureau alike. It is sub- 
mitted that the confusion of all parties 
is directly attributable to the fact that 
his sentence should never have been in- 
cluded in the law. It certainly was never 
integrated with the rest of the statute, 
as indicated by the fact that it is the 
only direction on reconstruction in Sub- 
section (b) and (c). In the absence of 
such a rule, the Bureau would never 
have championed normal for the base 
period as distinguished from normal for 
the excess profits taxable year. In the 
absence of such rule, too, equity would 
not be denied the taxpayer whose busi- 
ness could not have reached full growth 
till three or four years after the base pe- 
riod. To remain consistent, the Bureau 
has even insisted on a two-year limita- 
tion on the shakedown period follow- 
ing consummation of a commitment. 
Instead of providing a boon for the tax- 
payers, Congress has fashioned a boom- 
erang of hardship and confusion. Small 
wonder, then, that the taxpayer should 
resent an interpretation from which, 
under the statute, the Bureau has no 
escape. 

Even on the pushback rule, however, 
there is an objectionable feature sud- 
denly introduced by the Bulletin. No 
recognition will be given to those facts 
inevitably flowing from the change in 
character and occurring after the base 
period but within the two-year limita- 
tion. Naturally, these facts do not con- 
stitute a ground for relief, but they cer- 
tainly should be considered on recon- 
struction. In effect, this rule will render 
damnum absque injuria the claimant 
whose change in character occurred at 
the tail end of the base period. Espe- 
cially, will this kill the late change in 
management cases. 


Subsection (b)(5)— 

The Bulletin has successfully admin- 
istered the coup de grace to the Subsec- 
tion (b)(5) cases unless the taxpayer is 
a distillery entering the base period 
without an aged inventory. The reason- 
ing of the Bureau in such cases may be 
summarized thus: “If the taxpayer has 
a case under paragraphs (1) through 
(4) of Subsection (b), relief should be 
sought under the respective paragraph; 
if the taxpayer cannot qualify under 
these paragraphs, the factor barring 
qualification under these paragraphs 
would bar the taxpayer under paragraph 
(5) because application of Section 722 
to this taxpayer would be ‘inconsistent 
with the — underlying the pro- 
visions of this subsection, and with the 
conditions and limitations enumerated 
therein.’ ’’ Descent to such rationaliza- 
tion is not at all worthy of the Bureau 
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and is distinctly poor form in the inter- 
pretation of a relief section. Contrast 
this conclusion with the expression of 
the Committee: ‘Thus, corporations 
who do not meet the strict eligibility 
requirements set forth in this section 
should not be debarred from relief if 
within the spirit.” 

The Bureau has taken an affirmative 
stand that this Section will not serve as 
an umbrella to qualify commitments to 
changes in character other than through 
changes in capacity; likewise that this 
paragraph does not provide a qualifica- 
tion for abnormally large expense de- 
ductions during the base period. Argu- 
ment over this latter point is tantamount 
to jousting with a windmill since most 
taxpayers claiming this type of relief are 
also qualified for other reasons and 
should be permitted an adjustment to 
normal upon reconstruction; in the few 
remaining cases, the discrimination is 
usually not substantial. On the former 
point an arbitrary statement, one way or 
the other, is inadvisable because, with- 
out scrutiny of the facts, the spirit of 
the section may not be served in accord- 
ance with the intent of Congress. 


Subsection (c)— 

In the Subsection (c) cases, the Bulle- 
tin has several omissions and additions 
worthy of note. The significance of the 
word “class,” appearing in paragraphs 
(1) and (2) and implied in paragraph 
(3), is still avoided by the Bulletin. 
Since the presence of this word in the 
statute constitutes the largest stumbling 
block to the preparation of claims under 
Subsection (c), the Bureau’s avoidance 
of an interpretation is rather surprising. 
Equally surprising in such a voluminous 
work is the paucity of discussion on 
Subsection (c)(2). Disproportionately 
large is the careful distinction between 
“includible’” and “included” under the 
first paragraph of this subsection. The 
net effect of the distinction is that relief 
under Subsection (c)(1) will only be 
extended when the taxpayer is pre- 
vented from including the intangible, at 
any basis, in invested capital. Should 
the taxpayer have the right to include 
the intangible in invested capital, but at 
a disproportionate basis, relief is then 
available only through Subsection (c) (3). 

On reconstruction of normal earnings 
in the Subsection (c) cases, the taxpay- 
er’s course has been deliberately and un- 
justifiably channelled by the Bureau. 
The law directs the taxpayer to use the 
constructive average base period net in- 
come determined under Subsection (a) ; 
the official Regulations suggest that the 
appropriate method would be the 


method applicable in the commitment 
cases under (b) (4), including the vari- 
able credit rule; in the Bulletin, the 
Bureau converts 


the Commissionet’s 
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recommendation to a mandate and ac- 
knowledges that its irrepressible con- 
science would not permit reconstruction 
without the limitation of the pushback 
rule. 

When the taxpayer has fully digested 
the Bulletin, he has been mastered by 
confusion. For convenient results, the 
Bureau’s viewpoint on this Section has 
tolled the maximum in inconsistency. 
On one point, the literal terms of the 
statute are controlling; in another 
point, the intent of the legislators sur- 
mounts even the statutory terms (note 
that the law does not require an indus- 
try cycle under (b)(3)); on a third 
point, the Commissioner's Regulations 
assume the stature of legislation; on a 
fourth point, these Regulations are re- 
pudiated; on a fifth point, contentious 
theories of economics and statistics are 
imputed to the legislators; and finally, 
the Bureau’s conscience is its guide. 
Taken by itself, the reasoning on each 
provision is plausible if not final; col- 
lectively, the Bulletin is a paradox. In 
large part, the paradox results directly 
from a bona fide effort on the part of 
the Bureau to obtain a consistent result 
even at the cost of inconsistency in 
means. Your author does not subscribe 
to the popular suspicion of all the Bu- 
reau’s motives; on the other hand, he 
would not endorse the conclusions in 
this Bulletin because his obligation to 
overall consistency is not so compelling. 

It is a fairly safe conclusion that the 
interpretation of Section 722 has not 
yet reached a final state. The taxpayers 
have not yet had their say and the Tax 
Court is now approaching its first op- 
portunity for expression. There are cir- 
culating some far-advanced and inter- 
esting arguments on the prohibition of 
reference to events and conditions after 
1939 despite the fact that this subject 
has been generally acknowledged to 
have been closed long ago. Also, many 
taxpayers will undoubtedly be jolted by 
developments in administrative pro- 
cedure subsequent to crystallization of 
interpretation. 

Confronted with the uncertainty of 
interpretation and the difficulty of re- 
construction, many practitioners have 
wishfully predicted the repeal of Sec- 
tion 722 and the establishment of an al- 
together different relief section. This is 
a distinct reflection upon the capability 
of the practitioner. Actually, the Sec- 
tion is a challenge to the professions 
and a Congressional tribute to the his- 
toric quality of Bureau-taxpayer rela- 
tionships. Under the present excess 
profits tax law, any other type of relief 
legislation would cure inequity only by 
doing more inequity. True, there is 
room for legislative improvement upon 
the Section. Exchange of the pushback 
provision for a variable credit rule 
would make the Section far more effec- 








tive. Some provision should be made 
for relieving industries whose normal 
rate of growth is abnormally high in 
relation to all other industries (e.g, 
utilities). Relief for a deserving tax. 
payer with a variant profits cycle should 
not be conditioned upon its ability to 
identify itself with other claimants en. 
titled to relief. Finally, the unusual 
profit pattern of luxury business tax. 
payers in various industries should be 
more definitely recognized. In all other 
respects, the statute, with a fair inter- 
pretation and a fair administration, 
provides adequate relief for inequities 
not relieved under other provisions of 
the law. 


Tax Clarification to Spur 
Research is Urged 


To correct the present “muddled” ‘tax status 
of research expenditures, which now acts as 
a financial deterrent to new product develop- 
ment in the postwar period by private enter- 
prises, remedial legislation is urged by J. Keith 
Butters in an article in the summer number of 
the ‘Harvard Business Review,” entitled “Tax- 
ation and New Product Development.” Mr. 
Butters, assistant professor of financial research 
at Harvard Business School, based his con- 
clusions on a survey which he recently made as 
special adviser to -the Director of the Office 
of Scientific Research and Development. The 
article emphasizes the fact that the hiatus be- 
tween bureau practice and the strict letter of 
the law results in “uncertainty in the mind of 
business men—an uncertainty that has been 
heightened lately by the conviction of many 
taxpayers that the bureau has begun to swing 
toward a more critical attitude. .... A num- 
ber of taxpayers have reported that they have 
been asked to capitalize the cost of obtaining 
patents, whereas previously these costs had 
been deducted as current expenses despite 
Treasury regulations to the contrary... .. 
More serious are reports of some companies 
that they have had to make concessions to the 
bureau on other controversial items to obtain 
approval of the deductibility of their research 
expenditures. 

“In the absence of strong countervailing rea- 
sons,’ it was stated, “the present tax im- 
pediments to research expenditures—namely, 
the uncertainty of the present situation, and 
also the tendency to discriminate against small 
firms—should be removed. The case for taking 
this action is particularly strong since, for the 
most part, all that is needed is a specific legal 
sanction of the bureau’s present liberal prac- 
tice.” 

At present, Professor Butters pointed out, 
the tax law and tax practice in this area come 
very close to being in direct conflict with each 
other. Treasury regulations and court cases sup- 
porting them, he stated, apparently require cap- 
italization of most research expenditures. “By 
and large,” he added, “the Bureau of Internal 
Revenue in its actual treatment of the handling 
of research expenditures has been much more 
liberal than the Treasury regulations would in- 
dicate and has generally pefmitted such ex- 
penditures to be deducted as current charges 
against net income.” 

Calling attention to the existence of a less 
favorable treatment for small, and also for new 
companies than for large, established com- 
panies, Professor Butters asserted “research ex- 
penditures of a small company operating in a 
field where research is important are likely to 
fluctuate more widely than those of a large 
company, and hence to be questioned more 
closely by the bureau.” 
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The very fact that I have been asked 
io consider this subject is a tacit admission 
that most of us believe there will be gov- 
emment regulation of business after war 
_and lots of it. You hear a good deal of 

rotestation from quite respectable quar- 
tes that there should not be more gov- 
emment regulation—that this is the “road 
to serfdom.”” This may be so—although 
I do not believe it. Be that as it may, I 
am not concerned with what should be, 
but rather with what probably will be. 
My purpose is anticipation, not advocacy ; 
prediction, not predilection. 

Iam going to try to answer six inter- 
related questions. I want to give you the 
why, the when, the what, the how and the 
how much of postwar government regu- 
lation as it seems to one observer. After 
that, I am going to indicate briefly what 
you might do about it. Specifically, here 
are the questions: 





Why will we have more government 
regulation ? 

When will such government regulation 
take hold? 

What business areas will be regulated? 

How will they be regulated? 

How much regulation will this involve? 

Finally, what is the businessman to do 
about it? 


There is no doubt that the road toward 
more government regulation can lead to 
serfdom. But it might also lead to a re- 
bith of freedom. And—I. personally 
think this is most probable—it can leave 
us just about where we are now as far as 
political and social freedoms are con- 
cerned. What is important to realize is 
that these are all real alternatives. We 
can shape our future. What we almost 
certainly cannot change, though, is the 
basic direction in which we are travelling. 
Some of us may hope, but none of us 
should expect, to return to the free mar- 
ket economy of the early nineteenth cen- 
tury. Paradoxically, it would demand far 
more government regulation of present 
day business to get it back to the nine- 
teenth century than it would take to adjust 
it to the realities of the twentieth. The 
tealistic businessman, therefore, while he 
may dream of the good old days, must 
make his economic decisions and his po- 
litical choices within the framework of 
continued and substantial regulation of 
business, 

Why must this be so? There are half a 
dozen reasons. Basically, there is the fact 
that unregulated capitalism creates social 
mMequities that call for government con- 
trols. Once government steps in, however, 
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it discovers that one partial control in- 
evitably leads to another. Having lost the 
automatic equilibrium of competitive cap- 
italism—and that was lost very early in 
the game—each new control results in a 
new unbalance which cries out for an- 
other control to offset it. 

Like Alice in Wonderland, you have to 
run continually faster just to stay in the 
same spot. This process goes on indefi- 
nitely. For example, legal recognition of 
large-scale corporations which earn large 
profits inevitably begets legal recognition 
of large-scale unions which demand and 
get higher wages. High industrial prices 
and low agricultural prices lead farmers 
to ask for and get higher farm prices 
through government guarantee. Minimum 
wage floors lead to minimum price floors ; 
price floors to specific production con- 
trols. And so it goes, until the govern- 
ment is in the economy up to its neck and 
cannot get out. 

Recent years have added strong argu- 
ments for the deliberate, conscious ac- 
celeration of this basic historical trend. 
The depression of the thirties and its 
rapid elimination through billions in war 
spending have evoked the identical 
thought all over the land—if we can cure 
depression and unemployment by gov- 
ernment action for war, why can we not 
do the same thing in peace? This country 
will never again accept another depres- 
sion like the last one. And there are mil- 
lions of Americans who ate utterly and 
completely convinced that private capi- 
talism—if unregulated by the govern- 
ment—cannot avoid another depression 
after the war. 

Of course, there are also many millions 
of Americans who do not believe this. 
But even these people will be impressed 
by the fact that virtually every other coun- 
try on earth—including that erstwhile 
bulwark of capitalist individualism, Great 
Britain—is almost unanimously convinced 
of the inevitability and desirability of 
substantial government intervention in the 





economy for the purpose of assuring pros- 
perity and full employment. The world 
is virtually sold on the idea that govern- 
ments must provide the full economic 
equivalent of war. If, after the war, for- 
eign governments succeed in this endeavor 
while American business fails, the land- 
slide toward a state economy will be com- 
plete and universal. 

For ali these reasons—and unmentioned 
others which will undoubtedly occur to 
you—considerable government regulation 
of American business at some time after 
the war seems to me inevitable. 

This leads us to our second question. 
When will such government regulation 
take hold in this country? What is the 
probable chronology of government regu- 
lation of business from here on out? 


END OF POosTWAR CONTROLS? 


There is little doubt that the begin- 
ning of a strong and intense reaction 
against government controls has already 
set in. This reaction will, I think, suc- 
ceed in eliminating virtually all of our 
present complicated array of war controls 
before or pretty soon after the end of the 
war with Japan. Before you begin to 
cheer, let me add that it is a pretty sure 
bet that—sooner or later—other types of 
government controls will take their place. 
Let us look a little more closely at both 
processes. 

War Production Board controls will be 
the first to go. What is left of them after 
the whittling away process that has al- 
ready begun probably won’t last more 
than a few days after Japan surrenders— 
unless V-J Day comes in the next month 
or so. Politically, proposals to convert the 
War Production Board into a Peace Pro- 
duction Board have not a ghost of a 
chance in the next five years. I think it 
is a safe prediction that soon after V-J 
Day we will witness the strange and un- 
usual sight of a large government bureau 
voluntarily committing suicide. 





| questions of why .... when... 
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SIX QUESTIONS ANSWERED 


In his discussion of postwar regulation, Mr. Barnes, who is director of eco- 
| nomic research of the Research Institute of America, presents the answers to the 
| . what . 

. . . governmental regulation. In addition, he develops a response to the 
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Rationing will go almost as fast as pro- 
duction controls. So will manpower allo- 
cation controls like certificates of avail- 
ability and labor priorities. 

The end of the war with Japan will 
also see the finish of the War Labor 
Board, of labor’s no-strike pledge, and 
of virtually compulsory arbitration of la- 
bor disputes resulting from the govern- 
ment’s power to seize property. 

Of all the present war regulations, 
price control probably has the longest life 
expectancy. Its fate depends basically on 
the length of the gap between V-E and 
V-J Days. If V-J Day comes a year or 
more after V-E Day, large volume pro- 
duction of most types of consumer goods 
will have begun. Price control over many 
types of products could then be dropped 
in a matter of weeks and over all com- 
modities in a matter of months. However, 
if V-J Day should come before reconver- 
sion of the basic industries has made sub- 
stantial progress, price control will un- 
doubtedly continue until the gap between 
supply and demand for consumer goods 
has narrowed. 

This, I submit, is a pretty clean sweep 
of the basic war controls. Business itself 
will be largely responsible for achieving 
this clean sweep. Business spokesmen and, 
more particularly, their advertising agen- 
cies, have probably sparked the reaction 
against war controls by advancing the 
claim that American industry, not Ameri- 
can government, should get the lion’s 
share of the credit for this country’s as- 
tounding war production accomplishment. 
Advertisements—usually 90 per cent. paid 
for by the government—herald the 
achievements of private enterprise in turn- 
ing out munitions. And many an after- 
dinner speaker has implied that these 
achievements have been in spite of, not 
because of, government regulations and 
red tape. The further implication has 
been obvious: Remove this hindrance of 
government regulation and private busi- 
ness will do even better after the war. 

Along the same lines, the prospects of 
a tremendous consumer goods buying 
spree and a substantial producer’s goods 
replenishment boom after the war have 
restored business confidence, have made 
business feel that it can carry virtually the 
whole economy on its own shoulders. The 
upshot of this restoration of confidence 
will be the reestablishment on a fairly 
wide scale of the pre-depression belief in 
the possibility of a smoothly functioning, 
uncontrolled private enterprise economy. 

In achieving this triumph of propa- 
ganda and public relations, however, 
American business may very well be do- 
ing itself more harm than good. For it 
may have assumed responsibilities which 
it cannot fulfill—it may have made 
pledges on which it will not be able to 
deliver. By trying to minimize the role 
of government in the economy, it may 
have accepted primary responsibility for 


providing permanent high level employ- 
ment. Intoxicated by the prospects of a 
postwar replenishment boom, it may have 
confused two very different goals—tem- 
porarily achieving high level employment 
and permanently maintaining it. Tempo- 
rarily achieving a high level of employ- 
ment after five years of durable goods 
starvation is no great economic accom- 
plishment. Permanently sustaining that 
level of employment would be. Overlook- 
ing this distinction is to forget the basic 
economic lesson of our generation—that a 
huge, complicated economy like ours can- 
not be run successfully on the laissez- 
faire philosophy of the nineteenth cen- 
tury. 

The implication of this analysis is that 
government controls will come back with 
a rush when the replenishment boomlet 
begins to subside three, four oF five years 
after the war. Moreover, because of busi- 
ness’ former attitude toward government 
regulation, controls will come back in a 
form about which business won't have too 
much to say and which may therefore be 
pretty unpalatable. 

Some people will ask, why should the 
replenishment boom subside? Those who 
are hopeful about the job-making capacity 
of private enterprise after the war usually 
emphasize the role more than 140 bil- 
lion dollars in war savings will play in 
stimulating business. Doubtless, the ex- 
istence of many kinds of demand frus- 
trated by war shortages and partly repre- 
sented by these billions in war savings 
will exert strong upward pressure on out- 
put and income after the war. However, 
this pressure will be offset by reconver- 
sion and demobilization unemployment, 
by striking technological innovations 
spurred by higher labor costs, and by 
business reluctance to expand output and 
thus “kill the goose that lays the golden 
eggs.” 

If business pursues a wiser course than 
the probabilities I have just sketched, it 
will accept more of a partnership with 
government and labor in the task of pro- 
viding full employment. If it does this, 
the onus of creating another depression 
could not be thrown upon it, and the 
government actions that would have to 
be taken would come sooner and be less 
drastic in their repercussions on business. 


RENEWED PosTWAR CONTROLS 


We thus come to the heart of our dis- 
cussion. When renewed government con- 
trols come into effect after the war, what 
form will they take? What areas of busi- 
ness will they affect? What techniques 
will they employ ? 

The answers to these questions are all 
conditioned by the basic goal of postwar 
government regulation—sustained, high 
level employment guaranteed by the gov- 
ernment. Most of the new types of regu- 
lation American business will have to deal 
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with after the war will be means of 
achieving this end. 

Perhaps the best way to find out what 
this objective will probably require in the 
way of government controls is to start by 
examining two leading proposals for 
achieving ‘full employment in a free so. 
ciety’—Sir William Beveridge’s grandi- 
ose detailed scheme for Great Britain, 
and the more sketchy plan embodied in 
Senator Murray's Full Employment Act 
of 1945, now under consideration in Con. 
gress. Let me emphasize that these two 
proposals are only a Starting point. 

Both plans are based on a very simple 
economic truism. This is that a nation’s 
level of employment depends on spend. 
ing—by somebody. Spending is of two 
principal kinds—spending for consump. 
tion and spending for investment—and 
comes from two principal sources—pri- 
vate funds and public appropriations. 
~ Both plans require the national govern- 
ment to determine each year: 


1. The estimated size of the civilian labor 
force for the coming year. 

2. The amount of total spending estimated 
to be necessary to keep a labor force of that 
size fully employed. 

3. The estimated amount of private spend- 
ing for both consumption and investment in 
the coming year. 

4. The estimated amount of regular public 
spending in the coming year. 

5. The size of the gap, if any, between the 
amount of anticipated private and public spend- 
ing and the amount of total spending neces- 
sary to keep the total labor forces employed. 


Presumably, the national government is 
then to close the gap either by stimulat- 
ing private consumption or private in- 
vestment expenditure, or by making addi- 
tional public expenditure, or by a com- 
bination of both methods. 

-On the business side, private expendi- 
ture is to be stimulated by means of such 
devices as government guarantees of busi- 
ness loans, more liberal amortization pro- 
visions for business purchasing new plants 
and equipment, lower business taxes and 
special incentive taxation, government 
financing of export trade, and so on. On 
the consumer side, the major stimulation 
devices are higher minimum wage floors, 
more widespread adoption of annual wage 
plans, expanded social security aimed at 
cutting down the need of consumers to 
save for a rainy day, and agricultural 
price floors designed to. bolster farmers’ 
income. : 

To the extent that stimulation of pri- 
vate spending by such methods fails to 
achieve the output required for full em- 
ployment—and most proponents of these 
plans believe private expenditures will 
fall short of this goal—additional large- 
scale public spending is called for. 

Extensive public works such as TVA’s 
all over the country, thousands of airports, 
more super-highways and low-cost hous- 
ing are among the programs recom: 
mended. 
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On paper, this general plan looks like 
simplicity itself. It seems to avoid detailed 
regulation of private business, and gov- 
enment spending is apparently to be used 
only to fill the gap left by private spend- 
ing. Business remains in private hands, 
and, indeed, only profits from the addi- 
tional money the government injects into 
the national income stream. 

Yet, further examination quickly shows 
that to carry out this apparently simple 
program will require the closest possible 
supervision over private business activity. 
Take the very first step, namely, determin- 
ing what private expenditures will be in 
the forthcoming year. Even in peacetime, 
the United States government has fre- 
quently failed to guess what its own ex- 
penditures will be in the following fiscal 
period. How could it accurately determine 
what three million businesses, over six 
million farmers, 135 million consumers 
and 165 thousand state and local govern- 
ment units are going to spend ? 


MorE PAPER-WORK 


Obviously, if such a plan is to work at 
all, business would have to submit a vol- 
ume of statistics and other data to the fed- 
eral government which would probably 
equal or exceed the quantity of paper-work 
now required under WPB, OPA, ODT 
and other war agency controls. Of special 
interest to you as controllers is the fact 
that a business firm would have to furnish 
information not only on its past perform- 
ances, but more significantly on its pros pec- 
tive behavior. The government will want 
statistics of your future employment, your 
projected capital expenditures, your an- 
ticipated volume of new orders, and so on. 
If such information is not generally made 
available, the government economic regu- 
lators will have to work on statistical 
guesses, hunches and projections of some- 
what dubious accuracy. 

Another obvious difficulty in these plans 
which will undoubtedly occur to you 1s the 
necessity for speed in acting that will be 
hard indeed for a government bureau to 
attain. The Director of the National 
Budget must not only get a huge volume 
of information from private and public 
sources more than a year ahead of time; 
these data must also be digested and evalu- 
ated in time for the government to do 
something about what the findings show 
before the fiscal year is very far advanced. 
Obviously, such speedy action will require 
considerable administrative authority. It 
couldn’t possibly be tied down to slow, 
deliberative Congressional procedure. 

Now I mention these difficulties not to 
prove that these plans will not be adopted, 
but only to point out that these difficul- 
ties can and probably will be overcome. 
Business wil] get adjusted to the volume 
of reports and paper-work required, just 
as it has made its adjustment in the present 
wat economy. Faced with the danger of 
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chronic mass unemployment, Congress 
will agree to set only the broad outlines 
of a full employment program and let a 
powerful administrative branch of the gov- 
ernment take care of the thousands of 
necessary details. 

In short, I believe that, despite the 
many practical operational problems in- 
volved in putting into effect plans like 
those proposed in the Full Employment 
Act of 1945, in the official British White 
Paper on Employment Policy, and in 
Beveridge’s book on “Full Employment 
in a Free Society,” the initial steps will be 
taken. They will be taken because govern- 
ments all over the world will be politically 
committed to the policy of guaranteeing 
jobs to all who want them. 

In Great Britain these steps will be 
taken immediately, even before the end 
of the Japanese war. In the United States, 
on the other hand, present probabilities are 
that action along these lines -will not come 
until the beginnings of another depression, 
some time toward the end of the coming 
replenishment boom. 

Where will we go from there? The pro- 
gram called for by the Murray Full Em- 
ployment Bill which I have just outlined 
is, I believe, only a stop-gap—only the 
first step on the rocky postwar road to gov- 
ernment direction and leadership of the 
national economy. 

How long will any government be satis- 
fied merely to supplement the activities of 
private business, merely to compensate for 
private enterprise’s economic shorteom- 
ings? How long will the government 
merely ask business what its plans for next 
year are? 

Once a national employment budget has 
been established, I submit that it will not 
be very long before government begins to 
tell business what it plans for next year 
should be. For example, if it develops that 
projected business expenditures for new 
plant and equipment in 1952 aren’t going 
to be enough to sustain full employment 
in the American machinery industry, it 
won't take very long for some brain truster 
to point out that, instead of the govern- 
mert’s making the additional required ex- 
penditure, it would be simpler and prob- 
ably much cheaper to have private business 
expand its own purchases to the required 
total. 

The economic argument for this transi- 
tion will be simple and quite irresistible. 
It will probably go something like this: 

Major premise: The government must 
guarantee high level employment. 

Minor premise: High level employment 
requires high level spending. 

Conclusion: Therefore, let the govern- 
ment guarantee high level spending—not 
by making additional public expenditures 
to fill the gap left by private spending— 
but more directly, by guaranteeing the 
necessary level of private expenditure. 
Once you admit the premises—and there 
is little doubt that the vast majority of the 
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American electorate will accept them in 
any period of postwar unemployment— 
the conclusion is inescapable. 

My anticipation, accordingly, is that any 
plan that is put into effect after the war, 
which calls merely for compensatory gov- 
ernment spending to make up for inade- 
quate private spending, will sooner or 
later—both because of its own inadequa- 
cies and because of the internal logic of 
the situation—be transformed into a plan 
for guaranteeing a high level of private 
business and consumer expenditures. 


POLITICAL REASONING 


Politically, too, the analogy with full 
employment in wartime will be hard to 
beat. The political argument will no doubt 
run something like this: Our huge war 
production program shows that if cap- 
italism is given a guaranteed market, it 
can sustain full employment as long as that 
market is maintained. What is needed in 
peacetime, therefore, is an economic equiv- 
alent of war production, a guaranteed 
peacetime market. By thus socializing de- 
mand, socialization of the means of pro- 
duction—that is, state socialism or com- 
munism—can be avoided. Let us therefore 
guarantee an expanded market for private 
producers by having the government prom- 
ise to buy any industrial surpluses left by 
consumers, just as it now does for many 
agricultural commodities. Under this plan, 
business would remain in private opera- 
tion; wages and salaries, profits and divi- 
dends would be earned and paid in the 
usual way. The result, it is claimed, would 
be neither socialism, communism, nor 
fascism, but socially controlled capitalism. 
“Uncle Sam, customer for surplus produc- 
tion” would replace “Uncle Sam, customer 
for war production.” 

Many of you undoubtedly will think 
that any such scheme is utterly impractical, 
and that it will fail of its own adminis- 
trative complexities and cumbersomeness. 
I would not count on this. After three 
years of perpetual crises, shortages and bot- 
tlenecks, the War Production Board's pro- 
duction planning now functions fairly 
smoothly. Cooperative planning by in- 
dustry, labor and government through in- 
dustry advisory committees and labor man- 
agement committees has begun to work 
pretty well in achieving maximum out- 
put for war. Therefore, don’t dismiss the 
possibility that similar planning could be 
equally effective in guaranteeing high 
level output in peace. The original AAA 
made many ludicrous mistakes. Now the 
greatest rugged individualists of us all— 
six million American farmers—take their 
crop quotas and government benefit checks 
quite for granted and would howl “‘blue 
murder” if any Republican Administra- 
tion dared to take them away. 

It is, therefore, quite worthwhile for 
businessmen to investigate and think 
about operations of peacetime production 
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planning more carefully. The chances are 
that, like the farmer, he will be operating 
under some such system of guaranteed 
private markets in the post-war period. 

The administrative blueprints for a 
Peace Production Board are readily avail- 
able in the experience of the War Produc- 
tion Board, since a Peace Production Board 
would control and expand production for 
peace in pretty much the same way that 
WPB has controlled and expanded produc- 
tion for war. Here is a simple blueprint of 
how the system might work. 

Probably only the major basic industries 
would be controlled. Detailed production 
supervision over the whole wide range of 
the American economy would be too 
enormous a job. The major basic indus- 
tries would include steel, copper, alumi- 
num and magnesium products, automobiles 
and automotive products, aircraft, ship- 
building, construction, rubber products, re- 
frigeration and air-conditioning equip- 
ment, radio and electronics, machinery and 
machine tools, chemicals, petroleum and 
coal. 

Subsidiary industries, trade, the services 
and professions would remain largely un- 
regulated. Their expansion would come as 
a consequence of the planned stimulation 
of the basic industries. 

How would business operate under some 
such Peace Production Board ? : 


(1) The Peace Production Board Executive 
Committee would prepare an overall plan for 
expansion of production in the basic industries 
calculated to achieve a predetermined high level 
of employment and national income in the year 
ahead. 

(2) On. the basis of this tentative plan, in- 
dustry administrations would work out more 
detailed programs for expansion of the indus- 
tries under their supervision, in terms of esti- 
mated prospective markets for their products at 
the projected level of the national income. 

(3) These industry administration plans 
would be checked against each other by the ex- 
ecutive committee, which would make the ad- 
justments necessary to guarantee that they fit 
together properly. The main function of this 
overall review of industry programs would be 
to correct proposed schedules which seem to 
be unrealistic in terms of the available sup- 
ply of the factors of production—materials and 
components, facilities and labor. This review, of 
course, would not be confined to data pre- 
sented by controlled firms and industries. Statis- 
tical information from noncontrolled business 
would continue to be collected and used. 

(4) The revised plans would then be re- 
turned to industry administrations for assign- 
ment to individual firms on a quota basis. An- 
nual production schedules, similar to those 
drawn up during the war under the Controlled 
Materials Plan, would be issued to concerns in 
each controlled industry. A firm’s quota would 
be based om its existing capacity, past sales, 
available new equipment, and its own desire for 
expansion. There would be two chief differences 
between these Peace Production Board quotas 
and CMP authorized schedules: First, Peace 
Production Board quotas would not be accom- 
panied by allotments of materials, as is now the 
case under CMP. More important, Peace Pro- 
duction Board quotas would be flexible, with 
upper and lower limits separated by as much as 
fifteen or twenty per cent. This flexibility would 
permit moderate changes in the competitive posi- 
tion of firms in a controlled industry. 


(5) A certain percentage of each industry's 
total quota, to be determined by the industry 
administration on the basis of past records of 
new entrants into the industry, would be re- 
served for allocation to new firms (including 
concerns from other industries seeking diver- 
sification or expansion). The quota percentage 
for new entrants would be adjusted annually) 
on the basis of the previous year’s experience. 
Thus, if new firms did not apply in sufficient 
numbers to absorb the full quota, it would be 
lowered for the next period. 

(6) The basic incentive for a firm to pro- 
duce up to the full amount of its quota would 
be a guarantee that any part of its authorized 
production not sold through its customary com- 
mercial outlets would be purchased by a Sur- 
plus Adjustment Corporation at either pro- 
ducer’s cost or a stipulated industry-wide price. 

(7) The Surplus Adjustment Corporation 
could be the same agency to which the task of 
disposing surplus war property has been as- 
signed. Like war surpluses, peacetime surpluses 
would be either stockpiled, exported, or gradu- 
ally released in the domestic market. If feasible 
without creating significant unemployment, sub- 
sequent production quotas would be readjusted 
to prevent the .formation of similar surpluses. 
Losses of the SAC would be met either out of 
the general revenue or by a special processing 
tax. 

The problem of handling surplus com- 
modities brings us to the crux of this pro- 
duction control plan. To what extent will 
surpluses pile up? How will they be dis- 
posed of ? Will guaranteed saleability en- 
courage inefficiency and quality deteriora- 
tion? Such specific problems cannot, of 
course, be answered in advance with any 
accuracy. But certain general observations 
are possible. 

It is probably true that the mere existence 
of a government pledge to absorb any in- 
dustrial surpluses left by consumers would 
create such business and public confidence 
that the promise would be put to the test 
comparatively rarely. However, even if 
large deficits did result in substantial gov- 
ernment expenditures to carry out its guar- 
antees, the public will be convinced that 
these deficits are fully worth their carrying 
costs. Most people will agree that it is 
easier to carry an interest burden of $6,- 
000,000,000 on a national debt of $300,- 
000,000,000 when we have a national in- 
come of $150,000,000,000 than to bear an 
interest burden of $3,000,000,000 on a na- 
tional debt of $150,000,000,000 when we 
have a national income of only $100,000,- 
000,000. 


ROLE OF BUSINESSMEN 


What can businessmen do about these 
prospects? Here again, I take the experi- 
ence of some of our war agencies, particu- 
larly the War Production Board, as back- 
ground material. In the beginning, these 
agencies were dominated, even though not 
officially headed, by the so-called brain 
trusters. Gradually, though, as the war went 
on, businessmen took over almost all the 
positions of importance. Similarly, after 
the war, I think businessmen must realize 
and accept the inevitable trend toward a 
state-directed national economy dedicated 
to the proposition that large-scale unem- 
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ployment is unthinkable in a progressive 
society. They must, therefore, learn to 
work with the economic administration 
and within it. 

Our comparatively unregulated pre-war 
private enterprise economy is no longer a 
real alternative. The real choice, I submit, 
is between socially regulated capitalism on 
the one side and communism or fascism op 
the other—between a mixed economy and 
an unmixed dictatorship. If private enter. 
prise, directed by government, falls down 
in providing jobs for almost all who want 
them, communism or fascism will take 
over. 

Yes, I said “almost all.’’ Absolute ful] 
employment will be achieved only by the 
compulsory state. Moderate occasional un- 
employment is the price we will have to 
pay for comparative freedom from politi- 
cal regimentation. But business must ac- 
cept social control and supervision to see 
that such moderate occasional unemploy- 
ment doesn’t mushroom into depression 
and stagnation. 

The task ahead is to reach and maintain 
a working agreement among management, 
labor and government on the continual 
running compromise that will have to be 
drawn between the respective domains of 
private enterprise and social control. 


Tax Bill of Utilities Over 
$700 Millions in 1944 


Drawing a contrast between the relative 
freedom from taxes and interest charges of 
federally owned electric power projects and ex- 
penses of this kind borne by American busi- 
ness, Charles W. Kellogg, president of the 
Edison Electric Institute, announced recently 
that the nation’s private power and light com- 
panies paid taxes totaling $703,000,000 in 
1944, 

Federal taxes on the power _ industry 
amounted to $468,000,000 and State and local 
taxes were $235,000,000, he reported, with 
the over-all tax bill taking 23.7 cents out of 
every dollar of gross revenue for the year. 
Taxes on the industry during the year increased 
$23,000,000. Gross income for all companies, 
Mr. Kellogg stated, was up $135,000,000 over 
1943, but net income generally “suffered a 
loss.” 

Mr. Kellogg declared that the $468,000,000 
of Federal tax borne by the electric companies 
is in sharp contrast to the absence of any fed- 
eral tax paid by the Government-owned elec: 
tric projects. As one example, he said that if 
the Tennessee Valley Authority had been 
taxed the same per cent. of its power revenues 
as the electric companies it would have paid 
more than $5,500,000 to the federal govem- 
ment on its 1944 power business of $35,200, 
000. 

A much larger item which he cited as not 
paid by the TVA is interest. For the last fiscal 
year the “proprietary interest’ of the United 
States in the TVA, as indicated by the annual 
report of the Treasury, averaged $596,000,000, 
Mr. Kellogg said, adding that interest on this 
at 2 per cent. would have amounted to $11, 
920,000. 

“These two items of interest and taxes not 
paid by the TVA, totaling $17,420,000" he 
declared, “would have, if paid, thrown the 
TVA into the red last year by about $10,900, 
000 instead of permitting a black figure of 
$6,600,000 on its combined operations, as in- 
dicated by its last report.’’ 
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Subsequent to the presentation of the 
preceding paper on postwar governmental 
regulation, by Mr. Barnes at the May 
10th meeting of the Philadelphia Control, 
Mr. Pouchot, comptroller of Lee Rubber 
and Tire Corporation, Conshohocken, 
Pennsylvania, sent to the members of the 


Philadel phia Control the following analy- 


sis of the historic record of failure of the 
state-controlled way of life. It is pre- 
sented in this issue, as a supplement to 
the foregoing article by Mr. Barnes, be- 
cause of its pertinence to current discus- 
sions in this general field. 

—THE Epiror. 


All civilizations come and all civiliza- 
tions go, seemingly as a wave over the 
water. They originate in loose group- 
ings, they finish as a tightly bound mass. 
They assemble into towns from the 
countryside, they pass in huge world 
Cities. (1) 

All civilizations begin with a dis- 
persed order, they centralize and con- 
centrate beyond a tolerable working ef- 
fectiveness where all breaks down. (2) 
Initially, nearly all are producers; fi- 
nally, nearly all would be nonproduc- 
ers. Originally, they labor for direct 
needs; at last, they cannot discriminate 
between useful and futile works. All 
that is necessary is pay, whether for 
good work, poor suaah or no work. In 
the beginning, they build simple, neces- 
sary structures; at the end, they build 
monumental pyramids, baths and tri- 
umphal arches. (3) 

Their centralization of life and au- 
thority marks their turn toward decline 
and fall. 

Their early high form of fixed, settled 
and definite law, applicable in equal 
measure to all, is replaced by shifting 
tegulations, government by ex tempore 
dictate and undetermined resolution. (4) 
Their legislative bodies delegate the 
Power to anonymous hands. Now men 
are tried in other than regularly consti- 
tuted courts, by other than known au- 
thorized judges. These principles, which 
in their days of great form were deemed 
the most elementary doctrines of human 
grandeur and individual dignity, are 
abandoned for the hope of mortal ma- 
terial prosperity, easier and abundant. 
Those who died for immortal liberties 
have moldered away and their cause 
with them. 

What deduction can be made of the 
centralizing states, the statism and social 
coalescings of yesterday and even the 
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day before? And what induction would 
be drawn as to the outcome of socializa- 
tion? What is the alignment of their 
organization which determines their 
final results in advance of the fatal 
events ? 


THE DEDUCTION AS TO THE CON- 
TROLLED OR REGULATED STATE 


So far as records run, there is no ex- 
ample of a highly controlled or reg- 
ulated state maintaining or advancing 
its condition in the arts of life over any 
extended period. There is no exception 
in any age or in any place. Where is the 
good example? 

The increasing regulation or social- 
ization of nations has not been produc- 
tive of either material or moral prog- 
ress. Contrarily, it has marked the de- 
cline and fall of every nation which has 
ventured on that slippery path. It is a 
swerving from reliance on the freer 
genius of a people to the imposition of 
a routine which marks the death of 
initiative. Who can cast any different 
balance in time and place? 

Said the Ming historians of the Tsin 
and Soui dynasties of old China, 
(5)““What lost the Tsin and Soui their 
dynasties was that in place of limiting 
themselves, as formerly, to a general in- 
spection, alone worthy of the sovereign, 
the princes wished to govern by them- 
selves.”(6) ‘The monarchy was lost 
when the prince, bringing everything in 
to himself, drew the state to his capital, 
his capital to his court, his court to his 
single person.” 

This error of centralization among 
the most ancient peoples is marked by 
later repetition. The Egyptians of the 
Pharoahs did likewise.(7) The Egypt 
of the Ptolemies was a socialized state 
of high degree, intensely ordered, cap- 
ably initiated, and lurching in two gen- 
erations. (8) 

Maya and Inca in America were pre- 
cisely ordered civilizations, particularly 
well known in the latter instance. Yet 
the Mayan civilization perished, leaving 
only monuments, and the Incan was 
troubled before it was strangled. (9) 

The classical example of the central- 
izing and centralized state was the 
Roman. It reached the point in statism 
where, by the year 300 A.D., every 
price, every good, every trade and oc- 
cupation was minutely regulated.(10) 
The taxation and nonproductive ex- 
penses laid such a toll that job stabil- 
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ization was imposed to prevent the 
scurvy labor from skipping off to the 
woods.(11) This was the origin of serf- 
dom. It had been in vain that the men 
of the republic had sought to hold their 
form. From the year 150 B.C.(12) to 
the formation of the empire under 
Caesar and Octavius the republic slipped 
uncertainly to democracy, to Caesarism, 
and from this compound of the forms 
of a republic and the actuality of a mon- 
archy to the lowest of despotisms as the 
centralization proceeded. Even the 
emperors could not stay the fatal 
course. (13) 

Rome in its fall bequeathed its man- 
ners and customs as a legacy to the fol- 
lowing world.(14) For 1400 years Eu- 
rope lived in a snarl and tangle of legal 
and customary regulations and controls 
as received from the order of the low 
Roman empire. The deadening crop 
rotations, the licensing of every trade 
and occupation, the prescription of all 
activities, were the powerful survival of 
the late Roman way of life. The reg- 
ulation followed the wheat to the par- 
ticular mill, the baker to his oven, the 
butcher to his shambles. The occupa- 
tions were codified and strictly reg- 
ulated, the workers were codified and 
strictly bound. (15) 

From the Roman who bathed daily 
the world passed on to the point where 
a clean chamber was a rarity in Europe. 
The dead hand of Diocletian’s Rome re- 
mained to press down the living proc- 
esses of continuing Europe through 
stinking centuries until the grip of cen- 
tralization and regulation fell away. 

The author of Novum Organum 
looked back across the desolation of 14 
dark centries and lamented, (16) “There 
have only been three periods in which 
mankind has made any considerable 
progress. One was that of the Greeks, 
another that of the Romans, and the 
third is this era into which we have 
lately entered. None of them last much 
over 200 years and in between all in 
time is waste and desert.” 

This brief period of the moderate 
state, of feeble concentration of power, 
of liberty, of fixed law, of settled forms, 
of authorized, standing judges, of high 
principles, is indeed of scant duration. 

But of the modern states which have 
taken the route of centralization and 
socialization, there again is no profitable 
example. The fascist socialistic state, (17) 
a compost of pretended ideologies and 
actual bestialities, goes down under the 
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worst imprecations, a heap of ruins. 
Russia will support no conclusion of 
marvelous material and moral advance- 
ment.(18) Twenty-five years of Bolshe- 
vism have yielded two famines, with 11 
millions of dead therefrom, and a most 
mediocre industrial production despite 
the outlay. The national diet is wretched, 
housing is poor, clothing is poor and 
transportation is poor. There is no evi- 
dence of the magic of the socialistic 
wand. 

The historical deduction is adverse in 
every known instance to the centralized 
state, to the socialized and regulated 
state. These are states of passing and 
declining glories. Where is the excep- 
tion? 

Organically, the socialized state must 
have grave defects and inherent errors, 
some course of conduct in defiance of 
nature, which produces an end called 
“fate.” 


THE INDUCTION AS TO THE CONTROLLED 
OR REGULATED STATE 


Since from historical deduction the 
highly controlled or regulated state has 
not had a successful outcome in any con- 
tinuance but, contrarily, has without ex- 
ception declined, it must be that they 
establish an order of things not in har- 
mony with the natural compulsions for 
the general advancement. 

Now it must be that the greatest ad- 
vancement of mankind comes from a 
superior organization of the existent 
composing mentalities, in line or in 
depth. The matter is one of “getting 
there first with the most.” It is resolved 
into the product of the force times the 
mass. It follows an elementary law of 
mechanics. 

As to the force of the human mind, it 
is regularly variable as between individ- 
uals and variant in the same individual. 
All mentalities are variously installed 
in bodies of variable and variant physi- 
cal energy. This apparent hodge-podge 
of talents is more orderly under the 
laws of genetics than it appears in usual 
observation.(19) In usual observation, 
the powers of another mentality cannot 
be accurately measured because of the 
obtuseness on both sides. The recruit- 
ing of high mentality by observation 
and catechism has never been highly 
successful. In fact, picking by lot or by 
election came to the same things, as the 
Greeks found out.(20) It is a mediocre 
choice, since the elements of best choice 
of mentality are concealed and not ex- 
posed. Psychic searchers have their 
ledgers, with few sound entries. 

The means of determining mentality 
for a particular use is best by test.(21) 
Natural selection demonstrates ability 
much more surely than any artificial se- 
lection will do. 

The free, moderate state of private or 
free initiative, with a natural selection 





of abilities, must have a better array of 
directing heads than a state which is 
greatly regulated and thereby is com- 
pelled to select its directing heads by 
arbitrary judgment or by hazard or lot. 
The recruitment of the socialized state 
as to its leaders must be more defective 
than the recruitment of leaders in a 
state of greater freedom where the se- 
lection is by natural trial. The best must 
govern; but who are the best ?(22) 

The second weakness of the socialized 
order arises from the number of minds 
which there bear upon the control of 
human energies as contrasted with the 
number in the state of private initiative 
and liberty. 

Manifestly, the process of regulation 
and socialization is one of centralized 
and centralizing authority.(23) The 
power passes from dispersal in a greater 
number to concentration in a lesser 
number. The regulator does the reflect- 
ing and ordering and he is a lesser num- 
ber than the regulated. There is some 
probability that the regulators will 
know more than any one of the reg- 
ulated and also that he can oversee more 
actions than any one of the regulated. 
It is an impossible probability that the 
regulator can know more or oversee 
more than all of the regulated com- 
bined. 

Here then is the second error in the 
regulated state. It throws the weight of 
the conduct of society into a lessened 
number and finally into too few hands. 
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To sum up, the two mistakes of the 
socialized or highly regulated state are 
of quality and quantity of its directing 
minds. The impulsion is inferior, just 
so is the mass smaller, than in the state 
of private or free initiative. 

The socialized state develops the seri- 
ous effect of this error, as it must. Be. 
ing set in that direction of concentrat. 
ing its regulating powers to overcome 
defects, it does not withdraw from reg- 
ulation but concentrates into more cen- 
tralized regulation, putting the power 
of many little despots into final hands 
of a single despot; as a single despot 
finishes in conquest. (24) 

(25) This inability of a nation or a 
civilization to reverse its movement 
from the wrong direction is covered by 
a mame. It is called “destiny.” The 
Western World slips down. 

The induction of the highly regulated 
or socialized state is unfavorable from 
the arrangement of numbers and qual- 
ities of mentalities which they array in 
the conduct of the energies of civiliza- 
tion. Whence their failure and inevit- 
able passage.(26) “Quod est demon- 
strandum.’ 


Recording of Commitments in 
Statements Is Urged 


Because of the uncertainty as to future 
price stability and labor conditions after the 
war, a forward step could be taken in ac- 
counting practice if commitments to buy or 
sell commodities or manufactured goods 
could be recorded in financial statements by 
certified public accountants, Warren W., 
Nissley of Arthur Young & Co. declared re- 
cently at a meeting of the New York State 
Society of Certified Public Accountants. 

Maurice E. Peloubet of Pogson, Peloubet 
& Co. asserted that when certified public 
accountants thought of the dangers of loss, 
error and fraud they were inclined to look 
first at property, assets, receivables and in- 
ventories. Commitments, however, he said, 
may wreck a company whose financial posi- 
tion appears to be sound without taking 
these into consideration. 

“Contingent losses and liabilities, such as 
losses arising from litigation, from insufh- 
cient insurance, and from adverse decisions 
on war contract termination or renegotiation 
may also endanger the existence of an enter- 
prise,” he added. 


Service Men’s Insurance 
Rivals Civilian Total 


Soldier insurance has become almost as big 
as civilian life protection, the Wall Street 
Journal reported recently. Latest available 
figures show death benefit payments for World 
War II under National Service Life Insurance 
not only have already topped all World War! 
payments, but in the past year were two-thirds 
as much as payments by private insurance 
companies both to civilians and to those in the 
services. Up to January 15 the Government ha 
paid about $1,100 million on 177,730 claims. 
Of this total $874 million was dispersed in the 
past 12 months, compared with $1,210 million 
by private firms. oe 

In its brief operations National Service Life 
Insurance has reached a staggering $127,400 
million coverage (on 14 million service peo 
ple). Private firms now have policies total 
ing $148,400 million (on 70 million individ- 
uals). 
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Just as an industrial relations depart- 
ment is the right arm of every enlight- 
ened plant management, so job evalua- 
tion—for both the salary and hourly jobs 
—is the right hand of the industrial rela- 
tions department. It is not my intention 
to try to cover the subject of Job Evalua- 
tion in its entirety and in detail. Let us 
rather focus our attention on some of the 
high lights at which time I will express 
some personal views and opinions on this 
subject. 

To begin with, a fair and reasonable 
salary payment policy is of prime im- 
portance in establishing good industrial 
relations. If a company were to set down 
its industrial relations policy on salary 
payment it would be based in part on 
these two principles: Frst—The salary 
level in the company should be equal to 
the tested and true going rates for com- 
patable work in the area. Second—The 
individual rate or rate range for each job 
should be in correct relationship to the 
rates of all other jobs in the company. 

The adjustment of existing injustices 
and inequalities in rates in an organiza- 
tion is not quickly accomplished in these 
days of controls. Careful job analysis, 
using a sound evaluation plan, however, 
goes far toward eliminating multiple in- 
dividual grievances. Properly done job 
evaluation establishes relationships be- 
tween jobs as well as controls over sal- 
aries which prevents the development of 
such injustices. Furthermore, it provides 
reasons for the rate ranges for individual 
jobs—reasons so clear that understanding 
and agreement as to fairness will result. 
Then too, through Job Evaluation, the 
channels for advancement and the estab- 
lishment of qualifications for promotions 
can be plainly shown. 

In developing a definition of job evalu- 
ation we might say that it is a system of 
analyzing a position, to determine, by 
means of pre-determined components, its 
relationship to other positions in the same 
company. It is a measuring instrument 
that establishes relationship of job to job, 
the ultimate purpose being to determine 
salary differentials, 

The fundamentals that influence the 
fatnings of individual employees in a 
company are:—First—The quantitative 
limitation of determining what part of 
an Organization total income it can af- 
ord to pay out in the form of wages. 
Second—The qualitative industrial rela- 
tions problem of establishing an equitable 
division of this wage scale among the 


Salary Job Evaluation 
and Administration 


By A. W. Dold 


various jobs in the organization, in pro- 
portion to their relative difficulty and 
value to the company. It is to the quali- 
tative industrial relations problem that 
Job Evaluation applies. 

Job relationship results from analyz- 
ing each job in terms of pre-determined 
components or Factors, thus rationalizing 
the process of analysis and making the 


- analysis more susceptible to common in- 


terpretation. In developing a job evalua- 
tion plan there are three major steps:— 
First—The selection of a satisfactory num- 
ber of factors that are basically applicable 
to all the jobs to be analyzed. Second— 
The assignment of points—properly 
weighted to these factors. Third—The de- 
termination of the salary curve. 


Four SYSTEMS 


There are four generally accepted sys- 
tems of analyzing or evaluating jobs, 
namely: (1) Point; (2) Ranking; (3) 
Classification; (4) Factor Comparison. I 
wish to discuss certain broad phases of 
the Factor Comparison and Point methods. 

In choosing the factors we must be 
certain that our selection includes all 
fundamental elements that will reflect the 
full value and relative importance of all 
the jobs to be studied, there is no set 
number. In making our selection we find 
such basic factors as:—education, previ- 
ous experience, relative scope of duties, 
initiative required, degree of checking by 
others, job contacts, attention require- 
ments and working conditions. On jobs 
involving supervision, number directed 
and supervisory: responsibility may be in- 
cluded. 

The factors being determined, a further 
breakdown is obviously necessary. For ex- 
ample, we know that some jobs require 
more or less education than others. Each 
factor then, must be broken down into 
degrees and these degrees plainly defined 
so that accurate ratings will result from 
the use of the evaluation system and the 
“more or less” clearly measured. 

The next step in development of the 
system is the assignment of point values 






to the degrees of the factors. This ac- 
complished we can say ‘This job requires 
a high school education only—which is 
15 points, as against that job which re- 
quires a college degree of 75 points. The 
degree definitions are thus brought into 
more objective terms. Thus all jobs may 
be related by comparison to these defi- 
nitions. 

Let me again point out—the total point 
ratings that result from job evaluation do 
not in theory establish the absolute salary 
to be paid, the ratings give us the rela- 
tive job value and relationship. 

The third step then is to convert these 
total point values of relationship into 
actual salaries. The techniques of accom- 
plishing this step vary, in the final analy- 
sis the salary curve or scale is divided into 
rate ranges or labor grades which have 
point range equivalents. 

Before embarking on a comprehensive 
job study, let me mention the importance 
of recognizing the difference between the 
value of the job and the value of the 
person on the job. Job evaluation is in- 
terested in the occupation as such, al- 
though this is often difficult, particularly 
when evaluating a one-man job, in which 
case the personal factor is bound to enter 
to some degree. 

After the comprehensive job study is 
complete adequate job descriptions rank 
next in importance with the actual job 
analysis plan used. From the standpoint 
of salary administration no job exists un- 
til it is defined. In order to have com- 
mon understanding and appreciation of 
this concept, the definition is not sufh- 
cient without being recorded, and it is by 
means of the job specification or job de- 
scription, that the duties, functions and 
responsibilities which go to make up a 
job are recorded. To define a job with- 
out making a record of the definition is 
as shortsighted as to establish a rate range 
for a job and then leave no record of the 
range so established, as in either case the 
life of the work done is no longer than 
the memory of those doing it. Obviously, 
before job description can be prepared, 


it is necessary to become familiar with the 








RIGHT HAND OF INDUSTRIAL RELATIONS 


That is what job evaluation can be, Mr. Dold points out in this discussion 
which he presented at the April 10 meeting of the Buffalo Control. The author 
is in charge of job evaluation at Curtiss-Wright Corporation, Buffalo, New York. 
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job itself. There are several ways of get- 
ting this information. Probably the most 
successful: method has been to secure it 
from the employees themselves. There is 
a dual advantage in doing this, first, prob- 
ably no one else knows as much about 
a job as the person actually doing it; and 
second, it is good industrial relations pol- 
icy to make the individual a part of any 
program affecting him as intimately as 
does the setting of the range of rates by 
which he will be paid. By combining the 
use of a Job Questionnaire to the em- 
ployees and personal interviews with the 
immediate supervision, complete job de- 
scriptions can be obtained. In either ap- 
proach the Job Evaluator must “‘view” 
the job in order to obtain satisfactory job 
descriptions. With this work well done, 
resulting in a proper salary scale, and a 
technique set-up for maintaining the in- 
ter-relationship of jobs, there will be little 
difficulty in valuing new jobs which might 
result from revisions of systems, cor- 
rections of inefficiencies, or re-assignment 
of duties. 

Workers are generally as keenly inter- 
ested in their relative rates of compensa- 
tion as in the absolute amounts of these 
rates. Hence, the first duty of a company 
which hopes to set up an equitable sched- 
ule of standardized rates is to make cer- 
tain that the relationship between all jobs 
is correct. Second; we should determine a 
method of job evaluation or pricing which 
shall be simple, practical, objective, equi- 
table and stable in the results secured. 


SEVERAL ADVANTAGES 


The essential advantages of such an 
industrial relations tool are several. 
Properly applied and administered, it re- 
sults in greater accuracy in establishing 
equitable salary differentials, because the 
problem is brought into much sharper 
focus. It permits leaving a tangible, com- 
monly understood record of the basic 
reasoning supporting any rate set. It can 
prove a valuable instrument in negotiat- 
ing questions concerning salary differen- 
tials with employees or unions. It pro- 
vides a means for arriving at the relation- 
ship between jobs, departmentally and 
inter-departmentally on the basis of fact 
which can be defended in case of ques- 
tion. It avoids inequitable differences in 
salary levels between departments for 
comparable work. It establishes definite 
factors upon which occupational salaries 
can be based, thus avoiding over or under 
payment of jobs with relation to one an- 
other. It provides a basis for adjustment 
of occupational salaries which are defi- 
nitely out of line. In case of new jobs, 
it permits an accurate comparison with 
similar jobs, or if no similar jobs are 
available, it furnishes an equitable means 
of evaluating the new jobs, thus deter- 
mining fair differentials. 

Note also that it can improve methods 
of selection, transfer and promotion by 
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indicating similar requirements of differ- 
ent jobs as well as hiring requirements 
of any particular job. It facilitates the tak- 
ing of salary surveys, and rationalizes de- 
cisions and action by government agen- 
cies charged with the enforcement of laws, 
orders and directives having to do with 
wage and salary payment policies. In the 
furthering of sound industrial relations, 
the use of job analysis will promote good 
employer-employee relations. Its applica- 
tion will disclose facts not hitherto real- 
ized, which can appreciably assist man- 
agement in doing a constructive job by 
the elimination of potential sources of 
grievances. The data developed in the 
course of ratings will provide a factual 
basis for discussion of salary differentials 
between jobs, instead of basing such dis- 
cussion solely on personal opinions. 

Nothing that I have mentioned so far 
will be of any lasting value, whether to 
an employee or a company, unless there is 
a strong and well controlled administra- 
tion of the policy once it has been estab- 
lished. This then calls for centralized 
control at least to the extent of policing 
overall policy on new evaluations, re- 
evaluations and the limitations imposed 
either by some governmental agency or 
by the Company itself. Strong adminis- 
trative controls must be established by a 
company in order to keep the plant in 
line. 

At this point let me emphasize that 
once the salary job evaluation plan has 
been set up and put into effect, it will be 
found that the end has not been reached. 
Changes in organization, development of 
new functions and new departments, ex- 
pansion of old functions and departments, 
these and many other reasons are found 
for the creation of new job classifications. 
It is obvious that if each department in a 
plant were allowed to make up its own 
evaluations as it goes along, the result 
would be chaotic. Therefore, a plant must 
have a head of job evaluation and salary 
administration with authority and com- 
plete backing to police this situation and 
help department heads and other execu- 
tives in matters pertaining to this subject, 
as well as keep them in line when it is 
really necessary. So much for new evalua- 
tions. 


Jos RE-EVALUATIONS 


In reference to re-evaluations there are 
several reasons for a request that any 
particular job be re-evaluated,—the most 
frequently heard is that the job has 
changed since its original analysis. Many 
factors may have entered into the chang- 
ing of this job, such as expansion of the 
department, change over of function by 
re-alignment, adding or subtracting of 
function, or, very rarely, a change in the 
individual holding the job. Although we 
repeat “the system rates the job and not 
the man,” it is next to impossible to ban 
the consideration of the personal factor 


in certain instances. It is common knowl. 
edge that certain individuals are more effi- 
cient than others doing the same work, 
It is also possible that, in the case of a 
strong personality, a job is not the same 
after he leaves it, because no one can be 
found to do all the things he did when 
the job was first evaluated. It may have to 
be split up among two or more people, 
and for that reason must be re-evaluated, 
This may apply equally to a situation 
where the original analysis was made with 
comparatively weak incumbents at work. 

‘A job evaluation and salary adminis 
tration group having centralized control 
with authority, is needed in one other im- 
portant duty, namely; in the policing of 
the various limitations placed on the sal- 
ary payment policy by government edict 


. or by company decision. Little as most of 


us enjoy centralized power or control, it 
is obvious that here is another case of self- 
preservation for a company. Only one 
thing need be said on the subject of lim- 
itations by government edict, and that is 
“The penalties for non-compliance are of 
the utmost severity.” : 


“EMERGENCY CONTROLS 


Controls during emergency periods are 
usually designed to insure observance and 
compliance with government limitations, 
yet even if there were no emergency gov- 
ernment controls, it would still be ex- 
tremely wise to impose company controls. 
It is well known that in the matter of 
salary or wage imcreases certain super- 
visors are far more liberal than others. 
Even within a plant this variation in the 
temperament of supervisors has often te- 
sulted in a decided lack of balance in sim- 
ilar jobs as between departments. Hence; 
we might find that the stenographers in 
one department may be receiving any- 
where from $4.00 to $6.00 on the aver- 
age more per week than the stenographers 
in another department, although they are 
all doing virtually the same kind of work 
and have equal company service. If there 
are no company controls of any sort, this 
situation must inevitably grow worse in- 
stead of better. 

In closing let me say that salary and 
wage evaluation is a relatively new field. 
Until quite recently little scientific thought 
or effort has been given to this field, em- 
ployers have not ‘realized that a logical, 
scientific approach to this subject is pos- 
sible, employees have, with justification, 
felt that the setting of rates has been 
based on intangibles, variables and arbi- 
trary decisions. So I say, job analysis of 
evaluation is here to stay. I recommend 
its study to you all. If your company has 
not installed such a plan, let them study 
this matter without delay. The company 
may feel compelled to do so eventually 
and it is far wiser to plan carefully and 
leisurely than to be forced into accepting 
an evaluation plan that may not entirely 
fit your special situation. 
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“Some time prior to assuming my pres- 

ent position as chief executive officer of 
the Potomac Electric Power Company, I 
served in the capacity of its controller for 
approximately 15 years, which, by the 
way, has produced a lasting sympathy for 
controllers everywhere. However, it would 
naturally be assumed by reason of such 
previous assignment that I could now 
more clearly visualize wherein the con- 
troller could more effectively serve the 
management of a corporation. I assume 
that you do not want a discussion of the 
duties and responsibilities of a control- 
ler, but rather comments as to the ex- 
pected performance of the controller as 
an individual. 

What is the meaning of the title ““Con- 
troller?’ It is said to have its origin in 
England, and is defined in the dictionary 
as “one who keeps a counter roll to con- 
trol accounts.”” A further definition says 
“the term controller was once nearly syn- 
onymous with auditor, but the controller 
today has discretionary and executive 
duties which an auditor has not.” 

This expansion of the authority and 
responsibility of a controller, noted in 
the dictionary, is more clearly defined in 
the list of seventeen items, published by 
yout Institute, purporting to define the 
present duties of a controller. In itself, 
this list is the measure of what the man- 
agement of a corporation has the right to 
expect of each of you. However, when I 
was furnished a copy of it, my attention 
was particularly directed to the note which 
preceded the listing of duties—‘Eew 
controllers,” it said, “perform, or are 
tesponsible for, all of the duties listed 
here.” I will admit that the make-up or 
expansion of an organization, to a cer- 
tain extent, determines the assignment of 
duties and responsibilities of a Control- 
let. However, there is a suggestion in this 
note that some controllers do not perform 
these duties even though assigned them. 
In failing to accept all assigned respon- 
sibilities, and, further in failing to con- 
vince the management, if necessary, that 
these responsibilities are the proper func- 
tions of a controller, you are not only do- 
ing a disservice to yourself and the office 
which has brought you together here, but 
ate denying your highest duty which is 
the most efficient and economical opera- 
tion of the corporation of which you are 
an officer. 

Some of you may say then, with com- 
plete validity, that your management will 
hot accept the full list of duties and re- 


What the President Expects 
of the Controller 


By A. G. Neal 


sponsibilities you have defined for your- 
selves as coming within: the~prerogatives 
of your office. To that I can only say that 
you yourselves have defined the minimum 
needs for the efficient functioning of your 
office, and that it is your responsibility 
to achieve that minimum. The path to 
that achievement is axiomatic. Assign- 
ment of responsibility is a corporate or- 
ganizational matter, but performance at- 
taches to the individual as a man. And, 
though I have little patience with plati- 


‘tudes, efficient performance of one’s 


duties inevitably leads to assignment of 
duties of greater responsibility. 

Looking still further for some light on 
the meaning of the title, there is a nau- 
tical definition of controller which dem- 
onstrates rather clearly the negative ap- 
proach to my subject. This definition 
reads—“a controller is an iron block 
usually bolted to a ship’s deck.” These 
words certainly carry the connotation of 
something immovable, unresponsive and 
without feeling or personality. Unfortu- 
nately, in some instances, that is exactly 
the impression that some operating and 
management personnel have of the con- 
troller. Needless to say, that is not what 
a president desires of his controller. The 
president further does not want a con- 
troller to be merely a good accountant, 
working at all times with a book of rules 
under his arm, worrying about debits 
and credits, and presenting financial state- 
ments to management solely on the theory 
that if they are arithmetically correct and 
in balance a good job has been done. A 
controller who presents an income state- 
ment to the management of his organiza- 
tion without registering any emotion con- 
cerning that all important figure on the 
last line (net income) is of little or no 
value to his company. He must be more 
than a cold, impassive, expert technician 
if he is to serve as an important link of 
management. 






The controller must be ever on the 
alert for improved methods of operation 
and that includes more than being aware 
of the latest inventions of Mr. Bur- 
roughs, Mr. Watson of I.B.M., or Mr. 
Rube Goldberg. He should point out to 
management through the complete analy- 
sis of transactions where uneconomical 
practices are apparently being indulged 
in. It is in this research work by him 
and his staff that he can more effectively 
serve the management, and it is here that 
we find the essence of the evolution of 
a controller’s responsibilities, the reason 
why the office is no longer nearly synony- 
mous with that of auditor. At the same 
time, in the more ancient tradition, an 
efficient controller still has to be a diplo- 
mat in his dealings with the heads of de- 
partments and the personnel thereof, but 
yet he must not overlook the responsibil- 
ity resting upon him when, from his 
analysis of transactions and auditing, ir- 
regularities appear to be indulged in. In 
these cases he has to perform the duties 
of an FBI agent, which I know can be 
unpleasant, but an efficient controller can 
perform all of these functions and still 
retain the respect of his associates and 
employes and maintain his stature in the 
organization. He must ever remember to 
always keep his feet on the ground and 
control his temper and tongue. 


CONTROLLER'S ROLE 


I have not yet referred to another very 
important part of the duties of a control- 
Jer. That has to do with estimates and 
forecasts being intelligently compiled in 
order that proper plans may be made for 
the future, and all this without aid of the 
Ouija Board or the crystal ball. With 
respect to this prognostication, I recall a 
statement made at Atlantic City some 
twenty odd years ago by Mr. Alec Dow, 
the revered late president of the Detroit 
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EXPERIENCE AND PERSPECTIVE | 


In this paper, presented before the January 9th meeting of the Milwaukee 
Control, Mr. Neal draws on his intimate knowledge of a controller’s operations 
| to outline what the chief executive of a company can and should expect of the 
| controller. The two attributes of experience and perspective are possessed by 
Mr. Neal, who served for many years as controller of the Potomac Electric 
Power Company, Washington, D. C., before he became president of the com- 
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Edison Company, when he addressed a 
few remarks to a meeting, the chairman 
of which was his own controller, Mr. 
Harry Snow. He stated, in effect, that 
figures portraying results of past perform- 
ances were like dead men and nothing 
we could now do with them could change 
them; that he was more interested in hav- 
ing the “thinking” of his closer associates 
pursue the course of what the future held 
for his company, and that he put a very 
high value on the projections for the fu- 
ture compiled in his organization. Of 
course, since that statement was made 
practically all organizations forecast their 
best estimate of results for the immediate 
future and the need of new cash capital 
for some years in the future. Here again 
the controller, in collaboration with his 
associates of the various departments of 
the organization, is the one who develops 
these forecasts. The production, sales and 
engineering departments of organizations 
contribute to these forecasts, and the con- 
troller should keep constant contact with 
each and every one of such departments. 
In addition, however, he has the histor- 
ical records of performance from which 
he can determine the indication of trend 
in revenues and expenses, and by it he has 
a check of the estimate of future revenues 
and costs as supplied to him by his col- 
laborators. 


TEAMWORK NEEDED 


Of course, in this forecasting we all 
make mistakes, but a smoothly working 
team of the controller and the heads of 
the various departments of an organiza- 
tion, with each having confidence and 
faith in the other, will reduce these mis- 
takes to a minimum. There is, however, 
a very great hazard which most control- 
lers must now face in making forecasts of 
trends in revenues and expenses. He must 
understand the temper of the public 
which his corporation serves, and, in as- 
sessing it, attempt to define future actions 
of public regulatory bodies which now, in 
many cases to my thinking, hold an arbi- 
trary sway over the economy of public 
utilities. In our own case—at Potomac 
Electric in Washington—we badly missed 
the boat in forecasting anticipated in- 
come for 1944 because of such hazard. 
Our officials were convinced that there was 
no basis from the results of operation of 
1943 by which the regulatory bodies could 
materially change the principles of our 
so-called sliding-scale plan of operation 
that would bring about a rate reduction in 
1944. Yet, the Public Utilities Commis- 
sion of the District of Columbia in July 
1944 issued an order requiring rates be 
established which would reduce the an- 
nual revenue of the Company by approxi- 
mately a million dollars. The order is 
now in litigation and the reduced rates 
have not yet been put into effect. 





Those of you who represent industrial 
and manufacturing concerns have in the 
more recent years felt the direct effect of 
more governmental regulation. We, in 
the public utility business, have been 
acquainted with this phenomenon for a 
much longer period. 

This trend in greater governmental 
regulation has brought with it the com- 
pilation and filing of tons and tons of 
special reports. The new reports and re- 
quirements have been heaped on top of 
management’s problems of conducting 
the business. In fact, they are perhaps 
management’s greatest headache and you 
all know a bad headache reduces efhi- 
ciency. 

The president of a company has every 
right to expect his controller to be the 
“box of aspirin” that eases this headache 
of management. 

A good controller will, as no doubt 
many of you have done, shoulder the re- 
sponsibility of coordinating the data re- 
quired and working with his associates to 
the end that the job is accurately done 
with the least inconvenience to top man- 
agement. 


CONTROLLER'S CHECK-LIST 


The details and complexities of today’s 
business have multiplied many times, and 
with this change the president has come 
to expect more of his controller. It ap- 
pears to me that we have the right to 
expect our controllers to be on their toes 
ina number of ways if they are to meas- 
ure up to top-management responsibili- 
ties. 

1—He should “know his subject.” True 
that includes technical knowledge of ac- 
counting, but beyond that he must know 
his company and the ramifications of its 
operations. 

2—He should be capable of funda- 
mental and objective thinking. He must 
have more than an accounting mind if 
he is to sell his services to his associates 
as a practical aid in formation of man- 
agement policies. 

3—He should surround himself with a 
capable staff and be ever alert for im- 
provement and simplification of account- 
ing methods and procedures. 

4—He should make every effort to re- 
move the “iron block” stigma by being 
human, understanding and helpful. He 
should sell the idea that accounting is a 
service to all in business and not a burden 
by dictation. 

5—He should remember that his prin- 
cipal contribution to management is still 
the recording, presentation and interpre- 
tation of facts. 

6—He should develop the ability to 
sense the operating problems and to make 
his presentation of facts, through his re- 
ports, serve management effectively. 

7—He should know better than any- 
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one else how to analyze and interpret the 
accounting facts and data which are made 
available for management and present his 
findings in streamlined and simplified 
language. 

8—He should, through the accounting 
results of the past and forecasts of the 
future, provide the road maps to show us 
where we have been and where we are 
going. 

9—His attitude toward life should be 
one of using facts and presenting them in 
such a manner as to prove a case and 
make accounting results be a live and 
stimulating part of a business activity. 

In sum, the controller must always be 
inspired by the six serving men made 
famous by Rudyard Kipling in his little 
poem— 


I keep six honest serving men 
They taught me all I knew 

Their names are WHAT and WHY and WHEN 
And HOW and WHERE and WHO 


In closing, I want to commend the 
highly constructive work being done by 
the Controllers Institute Of America. Dur- 
ing my years of service as a controller 
there unfortunately was no such organiza- 
tion in existence. The opportunity af- 
forded members of The Institute to as- 
semble for the interchange of ideas can- 
not help but be of untold benefit to its 
members and thereby enlarge upon the 
real helpfulness of controllers to man- 
agement. 


Invasion Money Held No 
U. S. Obligation 


The United States has not assumed and does 
not intend to assume any liability for redemp- 
tion of so-called “invasion currency” used 
American armies in liberated European coun- 
tries the Associated Press reported recently. 

However, Treasury Secretary Morgenthau 
has informed Congress, claims of foreign gov- 
ernments for the amount of their currency 
printed in this country and used by our forces 
may be presented after the war. 

“Naturally, some people over there would 
like to make the currency an obligation of the 
United States Treasury, which it is not,” Mr. 
Morgenthau told the House Appropriations 
Committee during a closed-door discussion of 
the subject. : 

Possibly, Mr. Morgenthau said, the Italian 
government may put in a claim for reimburse- 
ment after the war, “and we, on our side, will 
have a charge for the cost of the invasion, and 
so forth.” 

The “invasion money” involved is the type 
printed in this country to purchase supplies 
for American troops as they move into foreign 
countries that had been controlled by the Axis. 

Daniel W. Bell, Undersecretary of the Treas- 
ury, disclosed to the committee that the Italian 
government accepted responsibility for 1 
demption of Italian invasion currency undet 
terms of the armistice agreement. The same 
obligation has been accepted voluntarily by 
other governments, he added. 


NABAC Moves Headquarters 


National headquarters of the National Asso- 
ciation of Bank Auditors and Comptrollers 
were transferred from Cleveland to Chicag® 
on March 1, 1945. The new offices are locat 
in the First National Bank Building. 
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In discussing the outlook for the pe- 
troleum industry after the war, it is not 

ssible, of course, to isolate the industry 
from other parts of the economy. In gen- 
eral, the petroleum industry will be af- 
fected by the same political and economic 
factors which will influence all industries. 
It is not my purpose, however, to discuss 
the setting in which business will func- 
tion throughout the world after the war, 
but rather to discuss some of the influ- 
ences which are peculiar to the petroleum 
industry. 

What may happen to the petroleum in- 
dustry after the war depends partly upon 
the changes which have taken place dur- 
ing the war. A brief review of recent de- 
velopments, therefore, is pertinent to our 
subject. 

The total consumption of petroleum in 
this country, including exports, is now 
approximately 5,400,000 B/D, which is 
24 per cent. higher than the average con- 
sumption during 1941 of 4,350,000 B/D. 
Crude oil production in the United States 
is currently at a level of 4,700,000 B/D, 
22 per cent. higher than the average pro- 
duction in 1941. These increases in con- 
sumption and crude oil production are 
entirely the result of greatly increased 
military and other war requirements be- 
cause remaining civilian consumption has 
been drastically decreased through ra- 
tioning. The increased military require- 
ments are mainly in the form of aviation 
gasoline and fuel oil, but they also in- 
clude substantial quantities of automo- 
tive fuel. 

These increases in the order of 20-25 
per cent. overall are not large as com- 
pated with the volume increases which 
have taken place in the output of some 
other industries, such as aircraft and ship- 
building. So far as petroleum is con- 
cerned, however, they are in the aggre- 
gate relatively large, and have been ac- 
companied by very large increasés in pro- 
duction of such critical new products as 
100-Octane aviation gasoline, toluene, 
and raw materials for synthetic rubber. 

_ The present situation in the petroleum 
industry in this country is that operations 
are at capacity both in refineries and in 
the producing areas. The same is gener- 
ally true outside the United States ex- 
cept that the chief limiting factor abroad 
s refinery capacity. Refineries are being 
operated to provide maximum quantities 
of military products (particularly avia- 
tion gasoline) at the expense of civilian 
gtades. So long as both wars continue, 
there is no hope that additional quanti- 
lies of gasoline and other products will 
be made available to civilians. After the 
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end of the European war, and while the 
Japanese war is continuing, limited addi- 
tional quantities of civilian products may 
be available; the amount will depend 
upon the ability of the Armed Forces to 
transport and consume petroleum prod- 
ucts in fighting the war in Asia. 

In addition to the increases in consump- 
tion and production of petroleum which 
have taken place during the war, impor- 
tant changes have taken place in the 
amount and character of refining capacity, 
and in the number of consuming units in 
existence. Chiefly, in order to manufac- 
ture the large quantities of aviation gaso- 
line necessary for the Air Forces of the 
United Nations, cracking capacity, em- 
bodying new catalytic techniques, has been 
installed at a rate never before approxi- 
mated in the previous history of the in- 
dustry. In addition to enabling the indus- 
try to supply the aviation gasoline re- 
quired for war purposes, this catalytic 
cracking capacity will make it possible 
in the postwar period for the industry to 
supply a given quantity of gasoline of 
higher quality from less crude oil. 

Regarding the ability of civilians to 
consume petroleum products, there has 
been a substantial reduction during the 
war in the number of passenger cars in 
use. Recent statistics indicate that the 
number of passenger cars in use is now 
in the neighborhood of 24,000,000, as 
compared with 27,000,000 on Pearl Har- 
bor day. Because no new passenger cars 
for civilian use have been manufactured 
for three years, the rate at which cars 
are going off the road is constantly in- 
creasing. Also, there has been only lim- 
ited production of oil burning equipment 
used for heating purposes. 

Both of these occurrences—the instal- 
lation of catalytic cracking capacity and 
the reduction in the number of consum- 
ing units—will have important effects 
upon the petroleum industry in the im- 
mediate postwar period and the years 
which follow. 

With this brief review of recent ex- 






perience in the petroleum industry, let 
us look at some of the factors which will 
influence the industry after the war. 


PosTWAR FACTORS 


The most important factor to be con- 
sidered is the effect upon the consump- 
tion of petroleum of the inevitable reduc- 
tion in military requirements. Although 
this factor will be important worldwide, 
it will be particularly important in the 
United States in view of the large con- 
tribution of this country to the war re- 
quirements of the United Nations. In 
the absence of any increase in civilian 
consumption, the return of military opera- 
tions to a reasonable postwar level would 
bring about a very sharp drop in con- 
sumption of petroleum and its products. 
Fortunately, however, there is a need for 
more petroleum products by the civilian 
population and as rationing is removed 
consumption of gasoline by passenger 
cars and of heating oil by home owners 
will increase to normal levels, thereby 
tending to lessen the extent of the drop 
which might take place as military re- 
quirements are drastically reduced. 

We cannot be too optimistic concern- 
ing civilian consumption during the im- 
mediate postwar period, however, be- 
cause there are fewer cars on the road 
and they are several years older. Also, in 
considering potential consumption per 
passenger car, we must consider the diffi- 
culties in obtaining spare parts, rubber 
for tires, and adequate service, all of 
which may tend to prevent the consump- 
tion by passenger cars from increasing to 
prewar levels as quickly as some of us in 
the petroleum industry would like to have 
it. 

It seems inevitable, therefore, that the 
petroleum industry in the United States 
will experience a reduction in consump- 
tion as military requirements fall off. The 
extent of the reduction and the speed 
with which it takes place depend chiefly 
upon the progress of the war. If both the 








| NO NEED FOR PESSIMISM | 


| Although the world’s oil resources have been heavily tapped in the prosecu- 
| tion of this global war, it is the opinion of Dr. Burrill, who presented this paper | 
| before the District of Columbia Control on February 27, that “in the forseeable | 

future, there do not appear to be any problems of the supply of petroleum and 
its products either in the United States or abroad. In the long run, there are very 
large reserves of petroleum.” Dr. Burrill, associated with the Standard Oil Com- 
| pany (N. J.), speaks with authority. His words deserve the attention of the many 
| “long-range worriers” who are encountered almost daily. 
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European and the Asiatic wars are con- 
cluded at the same time, the reduction 
will probably be very sharp. If the Asiatic 
war continues for a year or longer after 
the European war is ended, however, the 
reduction will be smaller and more grad- 
ual. The reason for this difference is that 
large quantities of petroleum will be con- 
sumed in fighting the Asiatic war, al- 
though perhaps not as much as is now 
being consumed, thereby allowing relaxa- 
tion in civilian consumption before the 
war is completely over. 

There is little reason to expect, how- 
ever, that the consumption of petroleum 
in the immediate postwar period will re- 
main at a low level for very long. The 
automotive industry will attempt to man- 
ufacture cars as quickly as possible and, 
therefore, the car population should in- 
crease rapidly even though there will be 
a large number of old cars on the road 
for many years. I should expect that the 
petroleum industry in this country would 
experience levels of consumption which 
were comparable to 1941 results rather 
quickly after the end of the war in Asia, 
but that it would be some years before 
consumption of petroleum and its prod- 
ucts would again reach present levels. 

In looking at postwar consumption of 
petroleum in foreign areas, a distinction 
must be made between countries which 
have been subjected to severe military 
operations and those which have merely 
been affected by the economic repercus- 
sions of war. In thé former category are 
almost all of Europe and, before the war 
is over, many parts of Asia. In the latter 
category are all of the Western Hemis- 
phere, most of Africa and Oceania, and 
parts of Europe. In the war areas it seems 
reasonable to expect that it will take sev- 
eral years for petroleum consumption to 
return to prewar (1938) levels. Although 
there may be a desire to consume pe- 
troleum in war areas, the actual consump- 
tion will have to be dictated by the most 
urgent necessities. There may be many 
vehicles in those countries which could 
consume petroleum, but they will have 
been designed for war purposes and will 
probably be unsuitable for civilian use. 
In non-war areas abroad, such as South 
America, petroleum consumption should 
increase as rationing is eliminated and it 
is reasonable to expect that the indus- 
trialization which has taken place will 
have the general effect of adding to the 
level of consumption. One can also be 
reasonably optimistic in areas such as 
Sweden, Switzerland, Spain, and, perhaps, 
the United Kingdom, but even in those 
areas the effects of the war are bound to 
be felt and may tend to reduce petroleum 
consumption below what it might other- 
wise have been. 

So much for the general outlook for 
the consumption of petroleum products. 
Now let us consider the supply of pe- 


troleum products. It seems certain that 
petroleum itself will be available in sufh- 
cient quantities to meet expected demands 
for a long period of time to come. More- 
over, from a very long-run viewpoint, 
liquid fuels can be produced by known, 
successful processes from shale and coal, 
of which we have enormous known re- 
serves. Mr. Wallace Pratt, Vice-President, 
Standard Oil Company (New Jersey) re- 
cently made the following statement* 
concerning the petroleum resources of 
the United States: 


“If, in the end, the entire area of 
promising sedimentary rocks in the 
United States were to be definitively 
tested by drilling, future discoveries of 
petroleum should at least equal past 
discoveries. These conclusions would 
make the ultimate petroleum resources 
of the United States of the order of 
100 billion barrels, more than 60 per 
cent. of which still remains in the 
earth.” 


Also, in considering the supply of pe- 
troleum, we should give some weight to 
technological improvement, both in the 
refining part of the industry and in the 
consuming units themselves. Over the 
past 25 years, the petroleum industry has 
conserved large quantities of crude pe- 
troleum by the installation of refining 
equipment which made it possible to ob- 
tain increasing quantities of light prod- 
ucts, such as gasoline and distillates, from 
a barrel of crude oil, at the expense of 
heavy oil such as residual fuel oil. This 
trend in the development of refining 
techniques has been greatly accelerated 
during the war with the installation of 
large amounts of catalytic cracking ca- 
pacity. Approximately half as much cata- 
lytic cracking capacity has been installed 
during the war as there was thermal crack- 
ing capacity in existence when the war 
started. It may be that this ratio will be 
even greater than one-half because there 
appears to be a tendency for the actual 
catalytic cracking capacity to exceed the 
rated capacity at date of installation. 

As pointed out earlier, catalytic crack- 
ing units were installed chiefly to obtain 
the large amounts of aviation gasoline re- 
quired for war purposes. After the war, 
they will be used to produce higher qual- 
ity motor fuels as well as the smaller 
amounts of aviation gasoline needed for 
civilian purposes. By using this equip- 
ment, and sound economics indicate that 
it will all be used, the industry can manu- 
facture the same requirements of light 
products by using smaller amounts of 
crude oil than would have been neces- 
sary had only thermal cracking been avail- 
able. Therefore, we can look forward to 


*"T he Earth's Petroleum Resources,’ THE 
JOURNAL OF BUSINESS, University of Chi- 
cago, Volume XVII, No. 3, July, 1944. 
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supplying civilian needs of gasoline and 
other light products with relatively less 
crude oil than we have used in the past, 
although the absolute amount of crude 
oil needed may be greater because of the 
larger total civilian requirements. 

Since catalytic cracking increases the 
percentage of light products obtained from 
a barrel of crude oil, the amount of heavy 
fuel oil manufactured is correspondingly 
reduced. This, of course, is the justifica- 
tion for making the installation since 
heavy fuel oil normally sells at a price 
somewhat lower than the price of the 
crude oil from which it is refined. Heavy 
fuel oil competes with coal for most uses, 
and its price, therefore, is determined by 
the price of coal. After the war, there- 
fore, we should expect that deficiencies in 
supply of heavy fuel oil from domestic 
refineries would be met, as they have been 
in the past, by imports from foreign 
countries. Fortunately, there are adequate 
quantities of heavy fuel oil, or heavy 
crudes which are used for fuel oil pur- 
poses, at nearby foreign sources of supply 
to meet any marginal heavy fuel oil de- 
mands. 


FOREIGN RESERVES 


In foreign areas there are large crude 
oil reserves already in existence. In the 
Middle East area, embracing Iraq, Iran, 
and Arabia, known crude oil reserves are 
now equal to the known reserves in the 
United States, although the production of 
crude oil in the Middle East is only a 
small fraction of domestic production. It 
is reasonable to expect, therefore, that 
more and more oil will be drawn from 
these large reserves in the Middle East 
to supply foreign consuming areas, par- 
ticularly Europe. How fast this develop- 
ment takes place depends upon how tap- 
idly the foreign consumption of petro- 
leum increases (since the supplies in the 
Middle East are more than adequate to 
meet consumption levels several times 
what they are now), and upon the ability 
of oil from the Middle East to compete 
with oil from other low-cost areas, such 
as Venezuela. 

There are also substantial known te- 
serves of petroleum in Russia, in the 
Caribbean area, and in the Far East. Lit- 
tle is known about the recent develop- 
ment of the petroleum industry in Russia, 
but it is generally conceded that the po- 
tential reserves of that country are very 
large. Also, it is reasonable to expect that 
the consumption of petroleum in Russia 
could expand rapidly as a result of the 
industrialization of the country which has 
taken place during the war. Whether Rus- 
sia will be a large exporter of petroleum, 
therefore, is questionable. . 

Large reserves of petroleum also exist 
in the Caribbean area, particularly in 
Venezuela, and considerable quantities 0 
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oil have moved from this area into world 
markets in competition with oil from the 
United States and the Middle East. After 
the wart, it is reasonable to expect that oil 
from Caribbean sources will continue to 
fow into world markets although the 
competition from Middle East oil will 
probably increase. 

In the Far East it will take some time 
to rehabilitate the producing areas and 
to rebuild the refineries after the Japanese 
war is concluded. When these properties 
have been reconstructed, oil from the Far 
East will again compete for markets in 
that region with oil from the Western 
Hemisphere and from the Persian Gulf. 

In general, it appears that in view of 
the large quantities of known reserves of 
oil in foreign areas, the intensity of com- 
petition for world markets will increase 
after the war. 

Before closing I should like to indi- 
cate some of the long-range influences 
which will affect the consumption of pe- 
troleum throughout the world. Such in- 
fluences are always taking place in an 
industry as complex as the petroleum in- 
dustry, so that I shall only indicate those 
which appear to be most important. Re- 
cent developments with gas turbines and 
jet propulsion indicate the possibility 
that changes may take place in the charac- 
ter of petroleum consumption. For ex- 
ample, some aircraft may run on distillate 
fuels instead of high octane aviation gaso- 
line. Also, it is generally expected that 
the civilian use of diesel engines will show 
rapid increases after the war, and, if this 
takes place, it will tend to reduce the 
consumption of gasoline and to increase 
diesel fuel oil demand. There may also 
be striking improvements in the quality 
of fuels for passenger cars and in the 
design of passenger cars to use higher 
quality fuels. This trend for higher qual- 
ity fuels in automotive equipment has 
been taking place over a long period of 
years and it has contributed to a steady in- 
crease in obtainable miles per gallon, 
thereby moderating the rate of growth of 
gasoline consumption. The design of cars 
and fuels for them will unquestionably 
proceed rapidly after the war, and will 
be important factors affecting the rate of 
growth of gasoline consumption. The po- 
tential reductions in gasoline consumption 
arising from these improvements in econ- 
omy for the motorists are offset by the 
tendency of the average motorist to drive 
more miles each year, and probable in- 
creases in the number of cars per family. 
The large postwar highway programs and 
the decentralization of urban areas will 
tend to increase car-miles per year. It does 
not appear that the peak annual mileage 
pet car has yet been reached. 

It should also be noted that outside 
of the United States the consumption of 
petroleum products per capita of popu- 
lation is very low as compared with do- 
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mestic consumption. Therefore, there 
would appear to be considerable room 
for growth in petroleum consumption 
abroad, but the rate of growth will de- 
pend chiefly upon the growth in the 
standard of living. 

By way of summary, it is my opinion 
that the immediate postwar period will 
bring with it a sharp reduction in con- 
sumption of petroleum, particularly in the 
United States, but the level of consump- 
tion during this period will not be very 
low relative to prewar experience, and 
consumption should increase rapidly as 


445 


industry is converted and cars are made 
available. In the foreseeable future, there 
do not appear to be any problems of sup- 
ply of petroleum and its products either 
in the United States or abroad. In the 
long run, there are very large reserves of 
petroleum, both in existence and yet to 
be discovered throughout the world, 
which will meet the needs of the world 
as they arise. In addition to petroleum, 
liquid fuels can be manufactured from 
other hydrocarbons, such as shale and 
coal, of which there is great abundance 
both in the United States and abroad. 


Application of Cyclical Provisions 
for Excess Profits Tax Relief 


In the Revenue Act of 1942 the Congress of 
the United States provided several grounds for 
adjustment of the 1936-1939 base for the calcu- 
lation of excess profits taxes. One of the grounds 
for adjustment was a depressed condition in the 
taxpayer's business during 1936-1939, brought 
about because the taxpayer and his industry were 
subject to a profits cycle differing materially in 
length and amplitute from the general business 
cycle. 

That provision has given rise to new prob- 
lems of administration and has occasioned in- 
quiries from numerous companies as to how 
they can determine whether they are entitled to 
relief. Professor Joseph L. Snider of the Har- 
vard Business School undertook a research 
project with a view to developing a method of 
procedure which might clarify the meaning of 
the Act and which might be utilized by tax- 
payers presenting claims and by government 
officials passing upon claims involving the 
cyclical provisions of the Act. 

A brief description of his report, (available 
at $1.00) which is number 33 in the Business 
Research Studies of Harvard Business School, 
Soldiers Field, Cambridge, Massachusetts, fol- 
lows: 


One of the most perplexing problems of tax 
administration during the next few years will 
be the application of the cyclical provisions 
for excess profits tax relief (Section 722 of the 
Internal Revenue Code) to the specific situa- 
tions of individual taxpayers. This study was 
undertaken in an effort to contribute some- 
thing with regard to this problem. The report 
consists of two principal parts and an im- 
portant statistical appendix. 

Part I discusses in detail two actual relief 
claims out of a large number examined by the 
author. In each instance the taxpayer's claim 
is first carefully summarized and the author 
then presents a commentary on the claim. The 
commentary points out the elements of strength 
and weakness in the claim and arrives at a 
conclusion as to its merits. The author con- 
cludes that one of the claims, that of an es- 
tablished company engaged primarily in the 
manufacture of railway equipment, demon- 
strates a sound case for relief, although the ac- 
tual amount of relief claimed by the taxpayer 
is judged to be excessive. The second claim, 
obviously prepared in a hurried manner, does 
not establish a case for relief, in the author's 
judgment. 

Part II of the study discusses directly the 
ptincipal issues involved in the application of 
the cyclical provisions of Section 722, utilizing 
in part the empirical evidence built up in the 
examination of the two specific cases, and es- 
pecially the material developed in the appen- 
dix. In particular, the author examines and 
presents his answers to the following questions 


which arise in connection with the cyclical 
provisions. 


(1) What is meant by cyclical fluctuations ? 

(2) What does the general business cycle 
mean ? 

(3) How should the general business cycle be 
measured ? 

(4) What was the condition of business in 
general during the 1936-1939 base period ? 

(5) What is meant by a profits cycle differing 

in length and amplitude from the general 

business cycle? 

How can it be determined when the excess 

profits tax without the benefit of the re- 

lief provisions is “excessive and discrim- 
inatory ?”’ 

(7) How should the taxpayer determine the 
“fair and just amount” representing nor- 
mal earnings to be used as his “construc- 
tive” base period earnings? 

(8) How should the taxpayer’s industry be 
defined ? 

(9) For the taxpayer to justify a claim for re- 
lief, is it necessary to show that the tax- 
payer’s industry as well as the taxpayer 
was depressed during the base period? 
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The administration of the cyclical provisions 
of Section 722 requires a quantitative measure- 
ment of the relationship of corporation earn- 
ings in the aggregate during the base period 
1936-1939 to the long-run level of corporation 
earnings. This measurement can only be ob- 
tained by constructing a statistical series show- 
ing satisfactorily the fluctuations of corpora- 
tion earnings over a long period of years. In 
order to obtain a satisfactory measure of 
changes in corporation earnings, fluctuations in 
the capital of corporations must also be taken 
into account. Hence, a statistical series meas- 
uring the capital of corporations over a long 
period of years is also required. 

The construction of these series presents 
many statistical difficulties. The author dis- 
cusses these difficulties in a lengthy appendix 
to his report and presents his conclusions in 
the form of recommended statistical series to 
be used in the administration of Section 722 
claims. The appendix can be effectively used 
by tax practitioners forced to grapple with the 
actual preparation of claims for relief under 
Section 722. 





More than half of the states in the U. S. 
have petitioned to remove the emergency fed- 
eral tax on gasoline when the war is over. 

Federal gasoline-tax receipts of $33,114,- 
838.30 in November 1944 were more than 
$9,000,000 higher than those of November 
1943; and lubricating-oil taxes totaled $6,- 
750,243.85, more than $3,000,000 above No- 
vember 1943.—A. P. ‘I. Quarterly 















First of all, let us get the record 
consider myself an authority on modern 
ten on this subject does not mean that I 
consider myself an authority on modern 
business. Neither am I immune from mak- 
ing blunders. We all make blunders. 
Every business makes blunders. Some 
make more than others. Some make too 
many. ; 

Let us begin this discussion with this 
general thesis: The most serious mis- 
takes of modern business are those which 
damage its own natural strength. This in- 
fers that business has strength which, 
though inherent, can be destroyed. 

Modern business is a tremendous force. 
It is a huge factor in our daily lives. We 
are now witnessing one of the periods of 
greatest business activity in our history. 
We have seen low periods too, when there 
were breadlines and sufferings. The con- 
dition of business has contributed mate- 
rially to both of these social states. What 
man has, his standard of living, and the 
comfort of his family is affected, to a 
large degree, by the business cycle. It has 
a tremendous influence upon man’s health 
and prosperity and well-being. 


INITIATIVE 


The strength of American business de- 
pends upon several things, of which only 
three will be commented upon here. 

The first of these is initiative. Indi- 
vidual initiative and enterprise is as im- 
portant within a business structure as 1s 
competition between separate firms. | 

Initiative is one of the stellar traits of 
individuals. In every serious interview, it 
is considered before the applicant is hired. 
It varies all the way from too little to too 
much in various individuals. 

Modern business is built upon com- 
petitive lines. The enterprise system 
thrives on competition. American business 
grew up under this severest kind of com- 
petition. Firms with initiative forged 
ahead, grew large, and became factors in 
our American way of life. 

That same kind of initiative is neces- 
sary within the business structure. A 
business cannot win out in competition 
unless the leaders and planners have in- 
itiative. The strength of American busi- 
ness is derived from the strength of its 
units. There must be a display of initia- 
tive within those units before they can 
become strong. 


PuBLIC CONFIDENCE 


Second in importance as a factor of 
strength in American business is confi- 
dence of the public in our goods. 


By Joseph J. Myler 


Through most of its history, American 
business has had a very high reputation 
with its prospective customers. Most 
Americans genuinely believe that the 
quality of American goods is the best in 
the world, and that the good faith in 
American trade-marks and the reliability 
of American dealers is of a very high 
order. 

One only needs to look at Rochester's 
industry to find proof of this. When one 
thinks of cameras, film, or various pho- 
tographic items, he thinks of Eastman 
Kodak Company. This firm, through good 
advertising, and good products, has won 
the confidence of the public. When we 
think of optical goods, we think of 
Bausch & Lomb, which in its own field 
has won the same kind of confidence. 

American business has been blessed by 
great customer confidence. We are a na- 
tion of strong likes and dislikes. When 
we become ‘“‘sold” on a product, we 
change to another with reluctance. Many 
men always buy a Buick car, a Hickey- 
Freeman suit, Manhattan shirts, Inter- 
woven sox, Philco radios, and Seagram’s 
V. O. whiskey. It is not wholly a result 
of advertising. Rather, it is a result of 
good continued experiences with these 
products, and good treatment when any- 
thing goes wrong. 


REPUTATION OF AMERICAN WORKMEN 


The third factor is the reputation of 
American workmen to produce goods of 
high quality. 

Perhaps the greatest compliment ever 
paid American workmen was when Presi- 
dent Roosevelt referred to America as the 
“Arsenal of Democracy.” It showed his 
confidence in our workmen’s ability to 
produce complicated war materiel on a 
mass production basis for use in the far 
corners of the world. That we did not be- 
tray that trust is common knowledge. The 
job that American industry has done in 
converting from peace to war production 
and then beating the mammoth military 





Blunders of Modern Business 


schedule is one of the miracles of the age, 
The only thing that matches our miracle 
of production is the waste of war. 


MIsTAKES DESTROY STRENGTH 


One major mistake which has led to 
the lessening of initiative and enterprise 
has been over organization. 

Very large business organizations with 
high centralization of control in offices 
remote from operating units makes work. 
ers dependent upon central office for all 
matters of policy. Very often this resulted 
in reluctance on the part of some em. 
ployees to show enterprise for fear of 
making mistakes which might be pun- 
ished by the central office. 

A good example of this would be any 
large chain store system. I think I can 
criticize chain stores with impunity. While 
initiative on the part of managers was 
desired in merchandising and expense 
control, in some other activities initiative 
was frowned upon. A manager, for in- 
stance, might be trusted with a store rep- 
resenting a total investment of $250,000, 
and yet not be permitted to make a di- 
rect contribution to the Community Chest 
in his city. All such contributions in many 
firms must be referred to the central office. 

So, too, managers are not permitted to 
join clubs, or to give their time to civic 
activities. 

Thus full initiative is not given to 
these men. Initiative is demanded in cer- 
tain areas and suppressed in others. 

In Russia there is a parallel to our sys- 
tem based upon initiative and competi- 
tion. William L. White, in his book “Re- 
port on The Russians” says that what is 
missing in Russia is competition. Nobody 
bothers to put up a striking store front 
or a well-arranged: window display. The 
grocery stores are run by the food trust, 
the clothing stores by the textile trust, 
and so on. It is a matter of indifference 
to the government, even in peacetime, 
whether the public chooses to buy its 
socks or sausages at one drab government 
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dicated by Mr. Myler. 


“ACCENTUATE THE POSITIVE!” 


In this paper Mr. Myler, who is secretary and treasurer of Neisner Brothers, Inc., | 
Rochester, catalogues many of the major and minor mistakes which business has | 
made in bygone years. His approach is constructive, however, for he likewise dis- | 
cusses possible solutions and the type of viewpoint necessary to improve the rela- 
tions of a business with its various publics. The author presented this paper at the 
March 28 meeting of the Rochester Control. The comparative lull of the summer 
months should provide an excellent opportunity for reflection along the lines in- 


—THE EDITOR 
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bureau or another. In Russia, says White, 
competition with the state is outlawed, so 
ineficiency is protected. The people ac- 
cept it because they know nothing better. 

If one comes from a capitalist country 
with an idea, he must have it passed by 
the government agency. It is rarely 
assed; but even if it is, capitalism pio- 
neers while socialism merely copies. 

The people live in mean, lowly apart- 
ments owned by the factories. There is 
no individuality in homes. This does not 
mean that the Russian people do not want 
better things; it does mean that they have 
a very poor system to get them. Since 
competition is gone from Moscow's shops 
and buildings, over everything rests the 
dull, unimaginative hand of a bureaucracy 
which produces only a dreary mediocrity, 
says White. In the same book, White 
takes us through a Russian factory. The 
most impressive thing about it is its un- 
tidiness. Material is piled everywhere. The 
floor is uneven and full of holes. The un- 
finished parts fall out of a wheelbarrow 
on which they are being carted by girls. 
No one bothers to tidy up. The girls 
wear gunny sacks around their feet. 

In America, the plant would be cleaned 
up, the workers made comfortable, and 
the efficiency increased 25 per cent. 

There is no planning done in the fac- 
tories. The Kremlin does all that. Things 
like product design, production cost, mar- 
kets are all left to the Kremlin. And the 
Kremlin does not tell the- directors who 
run the plants. ; 

Eric Johnston, who was with White 
on this trip, whispers that the director is 
a good man but that he really doesn’t run 
the factory. He has charge only of produc- 
tion. In America he would be a plant 
manager. ‘ 

In America, a corporation president 
must think not only in terms of produc- 
tion, but of new designs, new markets, 
new uses for his product, the cost and 
purchase of raw materials, financing, or- 
ganization, and a thousand other things. 
The planning brains in Russia are in the 
Kremlin, not in the factories. We can 
almost hear the plea of White and Johns- 
ton to put competition into the produc- 
tive and distributive system of Russia or 
see it die from lack of it. 


CORRECTING OVER-ORGANIZATION 


The correction of over-organization 
which has destroyed initiative is decen- 
tralization and the stimulation of internal 
competition among the parts of a large 
Organization. 

Many firms 


hive recognized this 


smothering of initiative by the solving of 
too many problems in the central office. 
Thomas A. Edison, Inc., has broken up 
its huge business in order to place the re- 
sponsibility back into smaller units, so 
that initiative might be practiced in those 
units. 


The Controller, September, 1945 


Henry J. Kaiser is a ‘‘bug’’ on this sub- 
ject. His plants exercise full control, and 
initiative is not lacking in the various 
branches. They even compete with one 
another. 

Chain stores, while they reserve many 
of the decisions for the home office, en- 
courage and promote initiative in mer- 
chandising, sales promotion, displays, 
training of help, and expense control. 
Promotions are based on the results of 
initiative in these fields. These are im- 
portant enough and inclusive enough so 
that initiative is developed in a large per- 
centage of chain store managers. 

‘In this connection we should point out 
one of the results of a study fi of 117 
American companies by a firm of business 
analysts. 

According to that survey, 78 per cent. 
of the firms studied lacked definite com- 
pany policies. That means that 91 com- 
panies out of 117 had no specific policy, 
no sign posts to keep the company on the 
main road. Thete was no organization 
and without an organization no firm can 
succeed. It so happens that we have 117 
stores. Suppose 91 of those stores had no 
organization, abided by no tules, and 
were responsible to no one. Can you 
imagine the chaos we would have? 

Every business must have a head whose 
principal function is to do the planning 
and make the final decisions. 

The same survey pointed out that 55 
per cent. of the firms studied failed to 
delegate authority and specific respon- 
sibility. This is a major fault of businesses 
that are too highly centralized. It places 
an undue burden on the shoulders of one 
person, and it develops a lack of interest 
in promotion on the part of subordinates. 

A business can collapse under the bur- 
den of over-centralization. ‘One man” 
businesses are a pain in the neck to every 
one except the one man. 

The efficiency of subordinates can not 
be measured unless the authority and re- 
sponsibility they need to carry on their 
jobs properly is given to them. If it isn’t 
given to them, the organization will be- 
come one of “buck-passing.” 

Subordinates without authority become 
robots who do the “‘chief’s” bidding with 
as little effort as possible. 

The president of a large organization 
retired many years ago. His had been a 
one-man company—a stubborn factor in 
the industry. After retiring for a time, he 
woke up to the fact that he did not have 
an organization that could carry on. He 
was forced to take over again. He gave 
his entire attention to building an organi- 
zation. He never retired again, but today 
he has a great organization. 


LABOR RELATIONS 


The seed of uncertain or bad labor re- 
lations was planted in the 20's and earlier 
by the point of view which thought of 
workmen as “the labor market.’ As labor 
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became organized, this attitude became 
one of the principal grievances. This same 
thinking is carried over in the tendency 
on the part of the Federal Government 
to deal with both labor and business as 
masses rather than as aggregates of indi- 
viduals. 

During the great boom period in Amer- 
ican industry, the high immigration to this 
country provided a large supply of labor. 
It was so plentiful and cheap that it came 
to be regarded as a commodity—raw ma- 
terial that went into the cost of produc- 
tion. 

So long as that large supply continued, 
not very much was done to improve 
working conditions, hours of work, 
wages, living conditions, or anything 
else. We can all remember the long hours 
of work in the steel and other industries. 
Items like safety devices, clean wash 
rooms, and other decent working condi- 
tions came very slowly and often reluc- 
tantly. 

Those were errors on the part of man- 
agement. They created the same sort of 
thinking that such actions always create— 
a spirit of delayed revenge. We'll get even 
when the day comes. 

Well, the day came. 

The most obvious thing about the labor 
movement in America during the last ten 
years has been the transfer of authority 
from management to organized labor. 
Management can no longer do some of 
the things it used to do. Wherever union- 
ization has developed, it has restricted 
management in making its decisions. 

Businessmen have been exceedingly 
weak in permitting the labor movement 
to secure closed shop agreements in this 
country. There is nothing that even ap- 
proximates the development of closed 
shops in other countries where labor 
unions are strong. Those employers who 
were among the first to sign up such 
agreements and to start the movement 
have much to answer for in the final 
reckoning, if there is one. 

Unions now include about 12,000,000 
workers in their membership. These 
unions act with government agencies to 
make decisions in labor matters. 

The main decisions that are made by 
labor involve prices and output. The 
whole labor philosophy in this country is 
built around the desire to control prices 
and output. Oftentimes the amount paid 
for wages is the greatest single element in 
deciding the price of a commodity. Higher 
wages has been a constant demand of the 
labor unions. The recent contracts of the 
unions in the bituminous coal industry il- 
lustrate the extent to which demands have 
gone. Portal-to-portal pay is a new idea 
in labor contracts. A royalty for produc- 
tion is even newer. 

With regard to control of production, 
labor's basic point of view has been that 
the employee is working too hard for the 
given rate of pay. It hasn’t been expressed 
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just that way, but the slogans which have 
expressed this basic idea have been “sweat 
shop,” “‘stretch-out,” and “speed-up.” 

When higher wages and lower produc- 
tion are imposed by a labor contract, a 
rise in the price of the. commodity must 
result. This may finally result in a serious 
condition. It is impossible for so many 
persons to be employed at the higher 
rates. The final: result may well be that 
labor will have high rates, but no work. 
Something like that exists in the building 
trades when business is not good. Higher 
wages should follow better business, and 
they always have. Forced higher prices 
which will be maintained may result in 
chaos. 


LAZINESS VS. PRODUCTION 


We do not wish here to infer that 
union restriction is the only reason for 
lower production. One of the principal 
reasons, of course. is the universal, con- 
genital laziness of man. 

Harry Overstreet, an outstanding psy- 
chologist, has made this approximate 
statement many times. ‘ 

Suppose a person’s grip is measured on 
a machine and registers 119. That per- 
son is then hypnotized and told that he 
is a weakling and unable to perform feats 
of strength. He is then told to demon- 
strate his strength. The machine registers 
only 89. He is later hypnotized again 
but told that he is a super man capable of 
great physical feats. He is then told to 
demonstrate his strength. The machine 
registers 149. That demonstrates the great 
reserve force we have. Most of us use 
about 60 per cent. of our ability. 

The previously mentioned study of 117 
American business firms found that 73 
per cent. failed to secure maximum pro- 
duction per worker. It listed the follow- 
ing reasons for our failure to get full 
production. 

. Workers are not offered proper incentives. 

. Workers are offered no incentives at all. 

. Handling of work is not efficient. 

. Processing methods are inefficient. 

There are no work standards. 

. The supervision is poor. 

. The training is either lacking or below 
standard. 

h. Plant layout is given little attention. 

i. The equipment is outmoded. 


emo An oP 


There are, of course, many other reasons. 

It is true that the output per man hour 
curve in manufacturing plants has risen 
steadily since 1927. It isn’t all due to hu- 
man efficiency. Most of it is due to ma- 
chine efficiency and improved methods of 
production. 

In the matter of getting full produc- 
tion, neither managemeut nor labor is do- 


ing a good job. 
THE “SEVEN SINS” 


Eric A. Johnston, President of the 
Chamber of Commerce of the United 
States, in his book AMERICA UNLIM- 
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ITED and in magazine articles, has 
pointed out the fact that labor leaders are 
making the same mistakes that manage- 
ment made. He lists them as seven sins, 
as follows: 

1. Arbitrary refusal to accept workers 
into membership. This prevents a worker 
from earning a livlihood when the union 
has a closed shop contract. Sometimes the 
initiation fee is put so high the worker 
can not pay it. Johnston compares it with 
the attempt of management to fix prices. 
One made management unpopular. The 
other is making labor unpopular. 

2. Arbitrary suspensions and expul- 
sions from the union. In a closed-shop 
contract, expulsion from the union means 
that the worker must be discharged by the 
employer. Sometimes they happen for 
foolish reasons. 

Management has discharged workers 
for political, religious, and other differ- 
ences that had little to do with efficiency. 
Management erred in doing so. Labor 
seems to be following suit. 

3. Some unions do not hold fair elec- 
tions. Union bosses are hard to dislodge. 

Management has been known to have 
proxy fights. Neither are popular. 

4. Failure to render proper financial 
accounts. In this respect, management has 
done a much better job. 

The sin of financial secrecy should be 
abandoned by both management and la- 
bor. 

5. Too many strikes. Strikes are called 
by dictatorial union agents. They are 
called without warning, after a meeting 
attended by a few hot-heads. Strikes are 
called for reasons that the leaders will not 
even disclose to the employer. Strikes are 
called against employers who have noth- 
ing to do with the dispute. 

Unless labor leaders live up to their no- 
strike pledge made at the beginning of 
the war, they will become very unpopular. 

If a worker on war production, under 
good conditions and at high wages, can 
strike, then G. I. Joe in the mud on Leyte 
should have the right to quit and go 
home to take a hot bath. 

6. Violence on the picket lines. This is 
making unionism a host of enemies. Mass 
picketing is utterly unfair. 

7. Restraint on production. This is the 
worst sin from the economic point of 
view. These are called by various names, 
such as “feather-bedding” and “slowing- 
down.” It is a waste of manpower and 
of human resources. Management encour- 
ages “‘slowing-down” when it fails to 
provide enough work. Workers produce 
less to make the job last so they won’t be 
out of employment. Job security is needed 
in America. 

The solution for these seven sins, says 
Eric Johnston, is a management that is 
more labor-minded, and labor that is 
more business-minded. 

Business needs profit to continue. There 
needs to be better cooperation to insure 


profits, and thereby job security. Man. 
agement might agree to repress monopo. 
listic practices, unfair treatment of com. 
petitors, and business racketeers. Labor 
might agree to repress monopolistic prac. 
tices, unfair treatment of fellow workers 
and labor racketeers. 

Each should tell the financial facts, 
Strikes should be reduced. Management 
should strive to provide job security, 
Labor should strive to provide a full day's 
work every day. 

Unless the brawl is stopped and the 
chasm between management and labor 
closed, the government will chain both, 
Unfortunately, at this moment, the ad- 
ministration is far more friend!y to iabor 
than to management. It is doubtful that 
this will ever change, because labor offers 
far more votes. 

A government friendly to both manage. 
ment and labor, and one that would de- 
mand proper dealings all around, would 
be a great benefaction to mankind. 


LABOR CONDITIONS IMPROVED 


There has been a slow and steady im- 
provement in labor conditions in the coun- 
try. Early industrialists were interested in 
the consideration of the human element 
and they paved the way. 

There have always been social-minded 
men in business. Unfortunately, they have 
not always swayed their fellow industrial- 
ists into following them. 

Early in America’s industrial life, firms 
began to see the fallacy of poor working 
conditions, long hours, and low wages. 
Prosperous firms wanted their employees 
to share in the prosperity. Often it de- 
pended upon the selfishness of the man- 
agement, and since selfishness is a very 
general human failing, more men kept all 
the success and profits of the business for 
themselves. In addition, they milked some 
businesses. However, a few firms struck 
out on the new road of better human 
relations. 

The National Cash Register Company, 
as early as 1885, began giving serious 
consideration to better employee relations. 
That firm built the first really well 
lighted factory. The advances made by 
Ford Motor Company are common know!- 
edge. Thousands of firms have followed 
the example. Many firms in Rochester 
have well-developed and highly success- 
ful employee relation programs. 


BETTER SALESMANSHIP 


The principal purpose of advertising is 
to fortify and continue the high reputa- 
tion with its customers which American 
business has in general enjoyed. 

The American advertising bill is a huge 
one. Even now, when radios cannot be 
had, Philco continues to advertise and 
aims its copy at a post-war market. 

Well-advertised products seem to be 
the ones in demand. It doesn’t work the 
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other way as many tests have proven. 
When advertising has been curtailed or 
eliminated, sales have fallen off. 

Again referring to the survey men- 
tioned above, it was found that 66 per 
cent. of the firms studied lacked a profit- 
able sales plan. Advertising is a very spe- 
cialized part of a good sales plan, but 
it is not all of it. Several other items of 
great importance should be listed. 


1. The incentives offered salesmen for their 
contribution to the success of the company. 

2. Failure to supply salesmen with full 
knowledge of the product. 

3, A haphazard record of the results of 
salesmen. 

4, Inaccurate costs. 

5. No record of calls. 

6. Inefficient covering of territory. 


Selling, at the present time, is the soft- 
est it has ever been in the history of 
America. There is no great need for it 
under present market conditions, but we 
are drifting into a serious post-war situa- 
tion. 

If the estimates of a national income 
of $150,000,000,000 after the war mean 
anything except wishful thinking, we 
shall have to develop better selling than 
we have now. To move that much goods, 
we must create markets and desires. De- 
sires Cannot be created without good sell- 
ing. 

Unfortunately, there are times when 
the attitude taken by business offsets all 
the value from good selling and adver- 
tising. For instance, there is not a reputa- 
ble retail store in the country today that 
will not willingly exchange goods. 

If the manufacturer sets up restrictions 
and haggles with the retailer, a situa- 


tion arises that is not good. The retailer 


will not buy that line and customers are 
denied it. That is not free enterprise in 
the strict sense. 

There are many cases of breaches be- 
tween manufacturer and wholesaler. For 
instance, there is the closed contract 
which specifies that, in order to get cer- 
tain merchandise, a wholesaler must list 
other and less profitable lines. This 
practice still exists. It is wrong, of course. 
It destroys the relationship of manufac- 
turer and wholesaler, and also destroys 
the confidence of the public in the mer- 
chandise and in the firm. 

There is a dangerous tendency to draw 
distinction between interests of producer 
and interests of consumer and, when op- 
portunities allow, to deal with the cus- 
tomer on the basis of “what the market 
will bear.” This might be demonstrated 
by the desire on the part of various con- 
sumer unions for labels on many classes 
of goods. A few manufacturers have of- 
fered to comply and seem to be heartily 
in favor of the idea. Others have indi- 
cated a strong objection to it, claiming 
that a label is not a substitute for the 
salesperson who makes the sale, that it 
18 expensive, and would raise the price of 





the item without adding any value. Some 
manufacturers resent the inference that 
their goods should be described fully by 
label. That involves various secrets that 
are the property of the manufacturer. 

Of course, merchandise is often mis- 
represented. The specific content of a 
piece of cloth is rarely accurately told. 
Shrinkage of goods is a factor that is 
treated with varying degrees of accuracy. 

Manufacturers may not be very coop- 
erative in dealing with customers who 
have been unfortunate enough to buy in- 
ferior goods. That, too, is a serious mis- 
take. 

One great American business leader 
once made the statement, “the public be 
damned.”’ It was a very bad speech. It 
could only have been made in that period 
of American history when businessmen 
thought they were gods. Fortunately, such 
statements are not made today, but more 
important, most firms operate on the 
policy that the customer is always right. 


PUBLIC RELATIONS IMPROVING 


Corrections of all mistakes in public 
relations consist of merging the best con- 
sumer interests with the long-run best 
interests of producer and distributor. In 
the matter of prices the practice should 
be to base it on genuine cost plus a rea- 
sonable profit, rather than on the basis 
of what the market will bear. This prac- 
tice always works when it is tried. 

The greatest example of an improved 
public relations policy exists in the variety 
chain stores. In 1932, when executives of 
those chains were called to Washington 
to qualify for their “Blue Eagles,” they 
hardly knew each other. In the heat of 
Washington in that strenuous August, 
some of the initial steps in formulating a 
code were sweated out. That was fol- 
lowed by the organization of the Limited 
Priced Variety Stores, Inc., and later by 
the Institute of Distribution, which in- 
cluded .in its membership various chain 
store systems. 

Anyone in the chain store industry 
will recall the days that followed when 
legislators, looking for new sources of 
taxes, seized upon the chain stores system 
as a lucrative source. The name Patman 
still causes the temperature of a chain 
store man to rise, for he attempted in 
many ways to tax the chains out of exist- 
ence. 

The chains suddenly awoke to the fact 
that their story was unknown to the buy- 
ing public. They had done an outstand- 
ing merchandise job in bringing good 
products to Main Street at a reasonable 
price. No one seemed to know about it. 
Much was made of the fact that they were 
controlled by absentee owners who had 
no interest in local affairs, local charities, 
or local problems. 

When the truth dawned on the chain 
store executive, they began to get busy. A 
public relations policy was worked out. 
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Suitable advertising was done. Substantial 
men in various cities were entrusted with 
the all-important work of informing leg- 
islators of the benefit the chains actually 
brought to a committee. 

Then the chains began to improve their 
own standings in the communities. Man- 
agers were given more freedom to work 
On civic projects. Better cooperation was 
offered to all civic and charitable prob- 
lems. 

The result was a turn in public opin- 
ion in favor of the chains. Oh, they aren't 
loved yet by many persons, but they are 
not being singled out as the target of 
discriminatory legislation. In a few states, 
the citizens spoke up in no uncertain 
terms, asking that the chains be given 
fair treatment. 

It is one of the great jobs in public re- 
lations work of the present business era. 


OTHER MAJOR MISTAKES 


In a somewhat different category, one 
of the greatest blunders of modern busi- 
ness, particularly big business, was its 
failure to carry on necessaty research to 
foresee the difficulties of the 1930's. 
Business should be keenly alert to sup- 
port studies to foresee and, if possible, to 
prevent similar occurrences in the future. 

Depressions have been one of the 
worst penalties of our system. We have 
had several major depressions, beginning 
in 1837, 1857, 1873, 1884, 1893, 1901, 
1907, and 1929. These depressions lasted 
for varying lengths of time, from one to 
four years. 

This is not the place to discuss them, 
but to point out that our history discloses 
a very definite business cycle which busi- 
nessmen should study and know. In 1929, 
I was a novice in the variety store busi- 
ness. I had served my apprenticeship in 
manufacturing furniture and wholesale 
plumbing supplies. Those are definitely 
cycle industries. 

Retailing was a new venture. I asked 
some big men in the chain store industry 
what effect the oncoming depression 
would have on the variety business. All 
of them said that the five and dimes had 
never been very much affected by depres- 
sions. They even doubted that there 
would be a depression. Many believed 


implicitly that the investment trusts 
would save the stock market. Well, 
in 1931, Neisner Brothers, Inc. lost 


$639.08, and in 1932, when we finally 
took our inventory losses, we lost $46,- 
797.11. We not only hadn’t planned for 
a depression, but we refused to believe it 
was here when it came. In my opinion 
that demonstrates the utter lack of plan- 
ning of businesses in general. We are 
rapidly moving into another period of 
inflation. I sincerely hope that business- 
men will pay some heed to the experts 
who study business cycles, and that they 
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will try to make plans so we can escape 
the consequences of over-inflation. 

One of the most terrible mistakes of 
business was the rush by many business- 
men to Washington in 1932 and 1933 to 
try to get help from the government. 
Many of you went through the Blue Eagle 
days of the early thirties. If these men 
had stayed home and cured the ills of 
their own businesses instead of inviting 
the government to solve their problems, 
they would be much farther ahead today. 
It is no wonder that the Government lost 
respect for business, and, while a very 
spendthrifty administration helped busi- 
nessmen up off their backs, it also relieved 
them of much of their liberty. Business- 
roen might well study the effect of those 
fateful days when Mr. Avery started call- 
ing Gen. Johnson names. A good study 
of them might come in handy when the 
next depression comes along. That is es- 
pecially true now in view of the fact that 
the camel already has his head, neck, and 
front quarters inside the tent. 


TRAINING OF EMPLOYEES 


There is a woeful lack of good training 
in our businesses. Most personnel man- 
agers expect schools and colleges to turn 
out employees all tailor-made to their 
requirements. A few firms have under- 
taken aggressive training programs, but 
the majority of businesses do a lazy, in- 
different, and haphazard job of training. 

We are beginning to. see in this war 
that we have been outclassed both by 
Germany and Japan in the preparation of 
workers for technical operations. To be 
sure, these countries use them for war 
purposes, but they use them for peacetime 
industries as well. Much of the so-called 
training for workers in American indus- 
tries up to the beginning of the war was 
little better than a farce. Most workers 
were never systematically trained at all. 
This goes for retailing as well as for other 
industries. 

One of the fundamental blunders of 
business is its neglect of selling. The 
people of this country, under normal con- 
ditions, can be sold almost anything 
easily. That has led to the illusion that we 
are good salesmen. We are not. Most of 
the sales-people at every level are lack- 
ing in sales ability. We are influenced by 
advertising far more than we are by sell- 
ing. 

LESSER MISTAKES 

Referring again to the survey of 117 
American businesses, the following are 
also listed as blunders: 

1. 69 per cent. employed inadequate 
methods of controlling expenses. 

Eighty-one of the companies studied 
had poorly planned expense control sys- 
tems. Very few companies had expense 
budgets or expense control committees. 

2. 67 per cent. used inefficient methods 
of controlling production. 


Production control involves planning 
and scheduling, performance standards, 
and materials control. It also involves the 
control of men, so that the company can 
produce the right product at the right 
time in the correct quantities, and at a 
cost that will insure a profit to the com- 
pany. There are certain fundamentals 
which must be included in every produc- 
tion control system. Some of these are 
production design, manufacturing quali- 
ties, raw material control, training of 
labor, proper cost records, etc. 

3. 51 per cent. employed inefficient of- 
fice procedures. Out of the 117 busi- 
nesses studied, 60 had inefficient office 
records and procedures. Inefficient of- 
fices are commonplace. Even when a 
change is necessary and even desirable, 
pressure will be brought to continue the 
old methods. ““We have always done it 
that way,” is the stock phrase of the in- 
efficient, unimaginative office worker. 

There are hundreds of places in which 
offices are inefficient. A few would in- 
clude: 

1. Improper handling of all telephone calls 
because of discourtesy, failure to follow 
through, and failure to “sell” the company. 

2. Inefficient handling of mail, resulting in 
delays. 

3. Careless attitude on management's part 
regarding tardiness, time off, and general of- 
fice habits. 

f 4. Inefficient routing of work through the of- 
ce. 


5. Over-crowded condition. 

6. Inefficient employment policy. 
7. Inadequate training programs. 
8. Too many office forms. 

9. Poor buying of supplies. 

10. Poor personnel management. 


In order to avoid mistakes by both man- 
agement and labor, it is vital that we all 
appreciate that enterprise, good labor re- 
lations, and good public relations are part 
of the fundamental purpose of all busi- 
ness and commerce—namely, the main- 
tenance of an increasing standard of liv- 
ing, both in the United States and abroad, 
by means of which a constant expansion 
in markets and a constant improvement 
of well produced and distributed goods 
may be assured. 


Anti-Inflation Steps Urged on Congress 
by A. B. A. President 


Steps to check the trend of inflation in this 
country were urged on Congress late in Feb- 
ruary by W. Randolph Burgess, president of 
the American Bankers’ Association. The dan- 
ger signals of inflation are being suppressed 
by governmental controls, Mr. Burgess said, 
but the inflation is going forward. “We are in 
the process of going through red lights,” he 
warned. 

The A.B.A. head, who also is vice chairman 
of the board of the National City Bank, pro- 
posed amendments to the bill pending before 
the Senate Banking and Currency Committee 
which would reduce reserve requirements 
against Reserve Bank deposits and Reserve 
Bank notes, and make permanent the law al- 
lowing the use of Government securities as 
collateral behind currency. 

The measure, ‘The Wall Street Journal’’ re- 


ported, is sponsored by the Federal Reserye 
Board, and removes certain automatic checks 
on credit expansion, Mr. Burgess said. How. 
ever, he added, this is a war-time necessity, 
But, “we ought to review where we stand on 
the inflation problem and take what steps we 
can to put the brakes in working order.” 
The A.B.A. official recommended: 


1. That the bill be amended so that at the 
same time that the use of Government securj- 
ties for Federal Reserve notes is made perma- 
nent, the 1933 emergency power to issue Fed- 
eral Reserve Bank notes and the power to 
issue greenbacks under the Thomas amendment 
of 1933 shall be repealed. 

2. That the committee consider whether jt 
may not be better at this time to lower reserye 
requirements to 30 per cent. rather than to 
25 per cent. Thirty per cent. is likely to take 
care of the needs for many months, and if it 
then proves inadequate it will be because 
credit expansion has gone to a point where 
congressional review may be desirable. 

3. That every proposal for Government post- 
war spending be scrutinized with great care, 
Government spending is the chief cause of 
inflation. “We agree wholly with Chairman 
Eccles’ statement that nothing would be more 
helpful to prevent inflation developing than to 
have a balanced budget shortly after the war,” 
Mr. Burgess said. “No campaign among the 
people and no price controls will be adequate 
to curb inflation unless the Government itself 
sets an example and puts its own house: in 
order.” 

4. That the committee request the Federal 
Reserve Board to make a comprehensive re- 
port to Congress on the dangers of inflation 
and proposed methods for its avoidance 


Mr. Burgess was asked why an increase in 
the gold price which is now fixed at $35 an 
‘ounce would not answer the same purpose as 
a reduction in reserve requirements in provid- 
ing additional metallic reserves against cur- 
rency. 

Mr. Burgess in arguing against an increase 
in the gold price declared that it would be 
just “fooling ourselves because gold was te- 
lated to prices and in the long run prices 
would go up, Government bonds would go 
down, and the holders of Government securi- 
ties would suffer as the result. He praised the 
Administration for holding the gold price at 
$35 because he said it meant world’s stability 
because that stability was pegged at our gold 
prices. 


Bureaucracy Produces 90 Per Cent. 
of Federal Regulations 


Declaring that 90 per cent. of federal gov- 
ernment regulations ‘‘are the product of execu- 
tive bureaucracy and less than 10 per cent. are 
from acts of Congress,” David A. Simmons, 
president of the American Bar Association, 
proposed a three-point program by which Con- 
gress-could recapture its legislative powers. Mr. 
Simmons’ views were presented in an address 
prepared for the 26th Mid-Winter Conference 
of the Trust Division of the American Bankers 
Association. The meeting was cancelled because 
of travel restrictions. 

Mr. Simmons suggests: 

(1) That Congress create its own bureau 
of legislation to investigate and draft all sub- 
ordinate rules and regulations needed to sup- 
plement any acts of Congress. 

(2) Create a system of minor Federal courts. 
Localize them through the country in Federal 
courthouses to be available for the prompt 
hearing of complaints involving the thousands 
of minor governmental regulations. : 

(3) Create a department of Federal police 
headed by a Cabinet member, placing in it al 
the necessary police officers, experts and in- 
vestigators now scattered throughout all the de- 
partments and agencies. 
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Hammock, 
U. S. Patent No. 400,131, 
granted 1889. 

Patent description supplied 
upon request. 





















No reservation required 


Some guy, fifty-odd years ago, had 
trouble getting a lower berth. (Sound 
familiar to you?) Here’s the substi- 
tute he used instead ...a hammock, 
stretched from neck to knees, in 
which to snooze away! 

Darn clever, as contraptions go. 
But you’d hardly care to try it. Like 
most of us, you’d just as soon leave 
brainstorms to inventors and do 
things the simple way. 

When you prepare a payroll, that 
same policy holds good. Pick the 
way that’s free from gadgets, simple, 


.W. AYER & SOM 


direct, sure. In short, the Compt- 
ometer Check-and-Payroll Plan... 
perfected out of wide experience to 
relieve your department from the 
weight of ever-mounting paper 
work, 

A payroll check or a cash en- 
velope is all that the system 
requires. Thanks to speed-up 
methods all down the line, you can 
finish the payroll and get wages to 
employees in double-quick time. 
There’s no copying whatever, mean- 
ing it’s safer from error. It requires 








fewer man-hours. Calls for no elab- 
orate machines. 

Let your nearest Comptometer 
Co. representative talk over this 
low-cost, quicker plan with you. 
The Comptometer, made only by 
Felt & Tarrant Manufacturing Co., 
Chicago, is sold exclusively by the 
Comptometer Company, 1734 N. 
Paulina Street, Chicago 22, Illinois. 


COMPTOMETER 


REG. U. S. PAT. OFF, 


Adding-Calculating Machines and Methods 
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The Controllership Foundatids 





By Daniel J. Hennessy, President, The Controllership Foundation, Inc. 


In recording the development of the Controllership Founda- 
tion, it is well that we begin by reviewing some matters of con- 
ception and early history. As far back as the early part of the 
year 1936, four years after the founding of the Controllers 
Institute of America, a letter was written by a national direc- 
tor to the chairman of the Planning Committee, substantially as 
follows: 


“At the last meeting of the Board of The Institute, the sub- 
ject of contributions came up for extended and drawn out dis- 
cussion, which, as you know, only leads up a ‘Blind Alley.’ It 
seemed to be the consensus of opinion, however, that there is an 
abundance of opportunity for The Institute to undertake some 
very valuable research work to the beneficial advantage of busi- 
ness in general, to our own companies and to individual mem- 
bers. , 
‘Money to pursue such activities and to pay for the technical 
assistance necessary is the great and only obstacle in our way. 
We have the instrumentality and the directional capacity in the 
National Board so that to obtain the financial assistance with- 
out selling out our corporate birthright or independence of 
thought is the question to be solved. This, I believe, can be done. 
In fact, it has been done, and successfully, by other technical and 
scientific bodies. 

“The Engineering Societies, for example, Civil, Electrical, 
Mechanical and Mining combined, have done so in a fruitful 
way and by an ‘air-tight’ plan so far as political or other sub- 
versive activities are concerned. In fact, it is almost an imposst- 
bility to proselyte their technical integrity or professional pres- 
tige by a diversion of funds into uses other than those plainly 
indicated. 

"Since our last Thursday's meeting, I took it upon myself to 
contact the Secretary of the Engineering Foundation, and ob- 
tained a copy of its Rules of Administration to learn how they 
handle the matter. I have drawn up a few which might suit 
our situation in a general way. * * * * * * 

"If contributions or donations which The Institute may be 
lucky enough to receive, if any, can be so ear-marked and con- 
trolled as to prevent diversion into political, quasi-political, or 
other subversive channels, I am for the idea strong, and will 
lend whatever little assistance there may be at my disposal to ob- 
tain the wherewithal to do the job, by solicitation or other legiti- 
mate means, * * * # 

Sincerely yours,” 


In the suggested statement of the “rules of administration,” 
the following excerpts constituted the keynote: 


“For the furtherance of research in the science of Controller- 
ship and Modern Corporate Business, or for the advancement of 
the profession of Controllership and the good of mankind.” 

“The Controllers Institute of America, Incorporated, has con- 





| ACKNOWLEDGEMENT 


In the preparation of this material I have had the 
assistance of Professor Ross G. Walker, of Harvard 
University, which I gratefully acknowledge. Professor 
Walker is a member of the Board of Trustees of the 
Controllership Foundation, Inc. 


| DANIEL J. HENNESSY 














templated its prospects for usefulness to the Profession of Con- 
trollership, to American Business and to Mankind, together with 
its probable resources of men and money. Guided by the ex peri- 
ence of years characterized by profound changes in economics, 
taxation, accountancy, industry, governmental organization and 
business Science; assisted by many expressed opinions of mem- 
bers of its “Controls” and friends and encouraged by commen- 
dations and offers of gifts and endowment; and being fully 
aware of the vast opportunities for service which are offered, 
expresses a general policy and plan for the immediate future 
xe RY 

“Acceptance of gifts, contributions or legacies of moneys, 
materials, equipment or services shall be in a form limiting the 
responsibility of the Controllers Institute of America, Incorpor- 
ated, and the rights or privileges inuring to the donor. 

“No gift, contribution, or legacy shall be accepted with any 
condition or influence impairing independence and impartiality 
of investigation, action, report, or selection of personnel. 

“Any gift, contribution or legacy may be declined. 

‘No Moneys, Materials, Equipment or Services arising out of 
or by gifts, contributions or legacies shall be used directly or 
indirectly for the purpose of influencing legislation of any kind 
whatsoever pending before the Legislature of the United States 
or any political subdivision thereof, nor for any subversive pur- 
suit,” 

 * * Activities which have as their main objectives the ad- 
vancement of the ‘Profession of Controllership’ whether by 
research or other means will be given preference.” 

“The Foundation will concern itself with the economic and 
governmental as well as the technical aspects of Controllership 
problems of wide interest.” 

“In the examination of proposals and in development of those 
selected, the Foundation will seek the collaboration of mem- 
bers of committees of its Controls * * * ” 


The above letter of May, 1936, with its accompanying rules 
for putting formal Institute research into action, constituted of 
course only the early birth pains of what was to appear, to some 
so suddenly, as a full fledged working plan for a research founda- 
tion in December, 1944. Apparently many visits of the “Doc- 
tor” had to be made before real results were to be accomplished. 
Then, too, the rumblings of our own participation in the great 
war stayed many a hand eager to participate in promoting the 
new idea toward actual operations. 

At all events, it is evident that the news of 1944 was not a 
matter of precipitous and ill-conceived decision on the part of 
over-zealous promoters. The plans for organized Institute te- 
search had evolved over a number of years out of a very patient 
struggling with the details of the responsibilities which these 
plans were seen clearly to impose upon anyone so bold and 
ambitious as to get behind their promotion. 

In 1940, however, the writer of the 1936 letter wrote again 
to the current chairman of the Planning Committee and again 
in part, as follows: 


“It has been my firm belief for years that there is a splendid 
opportunity for research in the field of Controllership. Account- 
ancy is only one of its elements and by no means the most im- 
portant. * * * 

"It is needless for me to enumerate here the various other 
phases of great importance inherent in real Controllership 
* * * | Fields of its greatest usefulness are unexplored. 
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ids Aspirations and Its Policies 











“Our Institute has neither the money nor the qualified tech- 
nical assistance to do a real job in research. The fust requisite is 
money and I am convinced that money ts available in generous 
amounts from business or educational sources if we can prove 
our technical competency and qualifications to direct such ef- 
on, = * * 

“The subject of contributions has been before the Institute's 
Board before, and if I remember correctly, some have been of- 
fered in a backhand way but with some awkward string or re- 
striction attached. In 1936 a Committee was created to consider 
the matter and make recommendations; but like many other im- 
portant matters died of inertia. I am suggesting the matter to 
you for reconsideration by the Planning Committee. * * * * * 

Sincerely yours,” 


In 1945, with the actual establishment of the Controllership 
Foundation, Inc., the general legal structure of which is already 
familiar to Institute members, two important memoranda were 
prepared by those actively promoting the affairs of the Founda- 
tion. One of these memoranda was for the information of the 
President of The Institute and its Board of Directors, and the 
other for the guidance of the Trustees of the new organization, 
particularly in carrying out their new duties with respect to the 
naming of a presiding officer. These memoranda are included 
here in full. 


CONTROLLERS INSTITUTE OF AMERICA 


To: Mr. Edwin W. Burbott, President 
Members of the Board of Directors 
Past Presidents 
Managing Director 


Subject: Selection of Foundation Trustees 


Gentlemen: 
The broad objective of the Controllership Foundation is: 


"To receive and administer funds for the furtherance of 
the arts and sciences of Controllership in all its branches 
through research or otherwise, and the advancement in any 
other manner of the vocation of Controllership and the 
good of mankind.” 


In the pursuit of this objective, we have sought as a proper 
and appropriate instrumentality a legal corporation known as a 
Foundation under the Membership Corporations Law of the 
State of New York. There have also been set up By-Laws under 
which the corporate powers of the Foundation shall be con- 
ducted. These By-Laws, among other things, provide for a 
Board of (Directors) Trustees, a substantial majority of which 
will represent the Controllers Institute, thereby giving control 
in law and in fact of one corporation, the Foundation, to an- 
other, the Institute. We are all well aware, I am sure, that the 
law places the relations of Directors or Trustees to the Cor pora- 
tion in a true Fiduciary Capacity. 

The rule of conduct that must be applied in such a situation 
has been stated very clearly by the Supreme Court of the United 
States as follows: 


“The relation of directors to corporations is of such a 
fiduciary nature that transactions between boards having 
common members are regarded as jealously by the law as 
are personal dealings between a director and his corporation, 
and where the fairness of such transactions is challenged 
the burden is upon those who would maintain them to show 
their entire fairness, and where a sale is involved the full 


adequacy of the consideration. Especially is this true where 
a common director is dominating in influence, or in char- 
acter. This court has been consistently emphatic in the ap- 
plication of this rule, which, it has declared, is founded 
in soundest morality, and, we now add, in the soundest 
business policy.” (Geddes vs. Anaconda Mining Co., 254 
U. S. 590, 599.) 


Similarly, the Court of Appeals, State of New York, has said: 


"Power of control carries with it a trust or duty to exer- 
cise that power faithfully to promote the corporate inter- 
ests, and the courts of this State will insist upon scrupulous 
performance of that duty.” 


The liability arises, not from the power of control, but from 
the breach of the duty which accompanies it. 

In view of the above, as Chairman of your Committee on 
Foundation Fund, I am respectfully submitting some personal 
observations with respect to the selection of Trustees to repre- 
sent our Institute on the Foundation Board. 

It is my well considered opinion that the matter of Trustees 
is fundamentally of utmost importance. They are to be charged 
with full responsibility in the custody and administration of 
other person’s funds, regardless of whether the source of such 
funds is from dues, contributions, free or under agreement, 
from business organizations, cooperating founders or others. 
Artificial or arbitrary shifting of funds, therefore, from one cor- 
poration to another where control exists must be scrupulously 
guarded against. Proper and legal transactions between such 
corporations, however, are not precluded because of this. Conse- 
quently, men should be chosen solely on the basis of highest 
qualifications. 

There is an abundance of men in our Institute who are gen- 
erously endowed with the highest technical competency in the 
art of accountancy and the science of corporate practice and 
procedure, together with years of practical experience and suc- 
cess in large-scale industry and commerce; also, with adminis- 
trative capacity of the highest order as evidenced by the position 
and standing they enjoy with their company and in their res pec- 
tive industry. Also, social aspects of their business philosophy are 
firmly based on belief and faith in a free American economy and 
right of opportunity therein. Also, they enjoy success and stand- 
ing in their chosen field—Controllership. And, above all, we 
are assured of a firm belief in the objectives of the Controller- 
ship Foundation, the destiny of Controllership in general, to- 
gether with unquestioned integrity and ability. 

It is from the ranks of men with such characteristics and 
qualifications that our Trustees should be selected, with sub- 
stantial regard to the standing and prestige of their company in 
its particular field and the country as a whole. Also, a broad 
diversity of representation from the various segments of com- 
merce and industry should be had. We will then have a body 
conservative, courageous, and capable of directing the kind of 
research we hope to have, and of deciding what is feasible and 
what should prove fruitful undertakings. 

The presence of such men on the Board will bring the con- 
fidence of the business world to the Foundation which it must 
deserve and hold to reach its objectives and bring corresponding 
prestige and standing to Controllers throughout the country. 

Selections based on such principles, it is believed, will ob- 
viate influences, the presence of which would inevitably bring 
disaster to an organization created to engage in skillful and 
scientific pursuits. 

Yours very truly, 
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Memorandum to Trustees 


The success of Controllership Foundation is largely dependent 
upon its ability to present its aims and ideals before those to 
whom it will look for support. Its usefulness and prestige will 
be judged and measured in part at least by the stature of its ad- 
vocates. We must enlist the topmost executives of the leading 
business and industrial corporations of America, those influ- 
ential men in governmental and public service who retain the 
true democratic ideal, the leading officials and authorities of the 
most outstanding universities of America and national leaders 
of the legal, accounting and engineering professions. Upon the 
manner in which its ideals and objectives are placed before those 
authorities will hinge what success will be had in its pursuits 
and correspondingly what support and prestige will accrue to the 
Foundation and Controllership in general. 

It reasonably follows, therefore, that the executive officer to 
be charged with such responsibility should have the education 
and business experience, together with the personality and plat- 
form presence, to impress such persons favorably with the im- 
portance and value of our pursuits to private enterprise and to 
our country’s industrial and political economy. He should have 
a wide acquaintance and the knack to cultivate the good will 
and support of important men in the business and educational 
world. Such a man could devote his full time to the Foundation 
with profit to all concerned. 

That such a man could be found, possibly within the mem- 
bership of The Institute, is quite certain providing the job car- 
ries appropriate compensation and assurance of continuity of of- 
fice while his accomplishments prove satisfactory to the Board 
of Trustees. Most certainly he should not annually be subject 
to the whims of personal or political expediency within the or- 
ganizations presently or subsequently to become influential in 
the affairs of the Foundation. 

A positive and well defined policy along such lines laid down 
by the Board of Trustees and diligently pursued with dignity 
and without overstatement would be fwst-rate public relations 
and should lead to success. 

Yours very truly, 


Not long after these memoranda were delivered to their re- 
spective addressees, a formal statement for the public which was 
designed to explain the new research program was set up for 
printing but was withheld for actual publication until the pres- 
ent number of ‘The Controller’ was prepared for the press. 
This statement constitutes a formal declaration of aims, and is 
thus the culminating point of a great many years of hopeful 
and patient struggling to bring Controllership research into 
actual and useful being. It was as follows: 


CONTROLLERSHIP FOUNDATION, INC. 
CONTROLLERS INSTITUTE OF AMERICA 


Research Programme 


The Controllers Institute of America has grown in member- 
ship, usefulness and prestige beyond the fondest dreams of those 
who had the vision of a national organization dedicated to the 
proposition of better standards, better procedure and better 
practice in the art of accountancy and the science of corporate 
financial management. The chief accounting and financial of- 
ficers of the largest companies in all segments of industry have 
become members as The Institute has proven its worth. 

Today it is known as a sound and authoritative source of 
usable information and valuable data with respect to taxation, 
contract renegotiation, pension plans, post-war problems, con- 
tract termination, together with all the complications of corpo- 
rate accountancy and governmental requirements inherent in the 
conduct of our nation’s gigantic business enterprise. More and 
more we are being appealed to by the various segments of in- 
dustry, by governmental agencies, universities and colleges 
throughout the United States to give advice upon or solve prob- 


lems in the great wide field of Controllership, financial admin. 
istration and governmental regulations. 

rnp in this field is provided by a membership which 
is generously endowed with the highest technical competency 
in the art of accountancy and the science of corporate procedure 
through years of successful business practice in large-scale in. 
dustry and commerce. Administrative capacity of the highest 
order is shown by the position and standing they enjoy with 
their company and respective industry. These are the men who 
have been in the front line of our war-time economy and have 
been called upon to make decisions which have resulted in eco- 
nomic readjustments of vital importance to the American Sy5- 
tem of free enterprise. 

There is convincing proof that economic adjustments made by 
our country during war time will have an influential bearing on 
the economic structure of the nation in the postwar future. Con- 
sequently, there is no doubt that comprehensive research and 
study on an organized basis sufficiently financed should be un- 
dertaken to chart properly the course of our peace-time econ- 
omy within the realm of adequate accountability and control. 

To provide the machinery to do this, the Controllers Institute 
of America has incorporated a Controllership Foundation under 
the laws of the State of New York for the purpose of receiving 
and administering funds for the furtherance of the arts and 
sciences in Controllership, for the improvement of business pro- 
cedures and to determine through public opinion research the 
acceptance by the public of the facts and figures of business ac- 
counting. Controllers know what such problems are and how to 

o about initiating and furthering research undertakings which 
will have far-reaching governmental and economic impact on 
the stability and advancement of our American economy in 
rapidly changing times of stress and strain. They know the men, 
the organizations and educational institutions which are emi- 
nently qualified to explore scientifically and disclose findings of 
fact which will be most useful to business and to which such 
research work can be fully entrusted with confidence and ap- 
propriate control of money grants. 

That there is a wide field for such pursuit is beyond ques- 
tion, and if appropriate projects are intelligently and coura- 
geously developed and pursued on a sound and scientific basis, 
the results are bound to be useful and profitable to the whole of 
American business enterprise and our nation’s economic, political 
and social structure as a whole. As an indication of this wide 
field, the following projects are typical of what may be under- 
taken when adequate funds are available. 

(The list of typical projects and studies which can be under- 
taken to the advantage of business and industry by the Control- 
lership Foundation is presented on another page of this issue.) 


So much for some of the historical highlights of the begin- 
nings of the Foundation, and so much for some of its germ 
ideas. 

For the sake of emphasizing important thoughts, however, it 
should be helpful to expand upon some of these ideas, and to 
take a few minutes to suggest certain of their implications to 
everyone interested in Institute and Foundation affairs. 

For one thing, the function of Controllership is clearly viewed 
as constituting a kind of clearing house of management where 
vital information is ascertained and exchanged in the all-im- 
portant process of planning coordinated operations as well as 
in the recording and evaluation of actual results. It is a distinct 
and ever-present, inevitable management operation, whether rec- 
ognized specifically as such or not in particular organizations. To 
use an awkward phrase, its big job is the factual implementation 
of management. But this is more than a serving up of history 
on sheets of parchment with gilt edges and with colored inks. 
The fundamental task is to make sure that all the factual angles 
in practical operating problems are accorded their due relative 
weight in the making of actual management decisions, in which 
the problems of the future constantly interblend with the 
achievements of the past, and in which the use of good business 
judgment is of the first order of importance. Thus Controller- 
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ship is not thought of as merely making certain that there exists 
a catbon copy of actual events, with the basic record prepared 
strictly “‘according to Hoyle.” It also enters into the determina- 
tion of those events and into the editing of that Hoyle. 


New PROFESSIONAL FUNCTION 


Viewed as constituting such a function, it follows that Con- 
trollership carries a burden of service to a variety of interests 
—to management, to ownership beneficiaries, to the community 
at large—which suggests a high order of professional perform- 
ance on the part of its practitioners. This in turn suggests the 
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makings of strong group solidarity among controllers, the need 
for alertness and the ability to change the aim as the target 
moves, the importance of high ethical standards in all relation- 
ships, and the usefulness of formal organization for the promo- 
tion and maintenance of practical ends. 

But this new professional function in our business life sug- 
gests even more. It would exact the price of a constant and 
rigorous self-examination on the part of controller-practitioners 
as to their technical competence and their sense of community 
responsibility; it would require a payment in high educational 
standards to be met by young people who would become con- 
trollers and thus servants not only of the investing public but 





—— 





PARTIAL List OF TYPICAL PROJECTS AND STUDIES WHICH CAN BE UNDERTAKEN TO ADVANTAGE OF BUSINESS 
AND INDUSTRY BY THE CONTROLLERSHIP FOUNDATION, INC. 





1. An inquiry through public opinion research into the de- 
gree of acceptance by the public of facts and figures of 
business accounting. 


An inquiry into the problem of determining through public 
opinion research the degree of acceptance by the general public 
of the facts and figures of business accounting as reflected by its 
formal public statements and less formal published figures, and 
the best means of increasing this acceptance. There is a feeling 
that the public is suspicious of the bookkeeping of business. As 
long as suspicion prevails, business in its accounting function 
and the American economy as a whole will labor under serious 
handicaps. The simplification of accounting nomenclature would 
help to allay suspicion. 


2. Inquiry into possible improvements of the Federal ac- 
counting system. 


Inquiry into the facts, looking toward standardizing and sim- 
plifying Federal systems and bringing the financial operations of 
Government corporations and executive agencies into the orbit 
of existing budgetary procedure and the scrutiny of Congress. 


3. Inquiry into executive compensation. 


More detailed statistics are needed for guidance to the right 
pay for the job in business management. You ask—'‘For the 
key positions in our company how do salaries measure up with 
the average in the industry and for other similar corporations ?”’ 
This is a pertinent question from the point of view of the execu- 
tive, the Board of Directors, the stockholders and, at times, the 
Revenue Agent (point of ‘‘reasonableness”). The answer has 
never adequately been given. 


4. Inquiry into executive compensation; impact of income tax. 


Post-war business planning involves moving district and di- 
visional key employees from one location to another in this 
country, and more and more it involves international planning 
of personnel also. State income taxes vary greatly; Federal in- 
come tax varies also on account of community property laws in 
some states. Are you offering a man a “promotion” he cannot 
afford to take? Just what does it mean to move a man from 
ga to Sydney, Australia? Or from California to New 

otk ? 


5. Inquiry into business education. 


The colleges are asking for help in bringing up a supply of 
future corporation controllers. The Controllers Institute has 
been appealed to by several institutions for planned courses in 
controllership. The Institute already has this work in hand un- 
der the direction of one of its members, Dr. Edward B. Logan, 
Professor of Political Science, atid Budget Secretary of the Com- 
monwealth of Pennsylvania. The necessary financing should be 
provided by the Foundation rather than from the current reve- 
hues of The Institute. 


Inquiries will be made dealing with the problems of human 
administration in management; the place of the controllership 
function in industry and society; the economics of production, 
marketing and finance, the economics and statistics of planning 
and control; managerial and financial accounting; and related 
fields of both theoretical and practical interest to both the teach- 
ing profession and practicing controllers. The Foundation hopes 
to be able to make many important contributions to business 
and economic literature. 

6. Inquiry into economic = ip of accounting for deprecia- 
tion on invested capital of a corporation. 


The economic implications of accounting for depreciation, by 
industries that are regulated and industries which may be said 
to be quasi-regulated, are far reaching. The problem of measur- 
ing and accounting for depreciation has been one of the most 


controversial elements between governmental agencies and 
business for years past, not only as an element of expense but as 


an element of valuation and measurement on the balance sheet 
arising out of the arbitrary application or statement of reserves 
for depreciation. Customary use of such elements indicates a 
degree of certitude that is apparently grossly misleading and 
false. There have been volumes written on this subject and 


scores of opinions, all of which seem to have originated in the 
advocacy of one side or the other, with the consequent prejudices 


found in such circumstances. Conclusions, together with sub- 


stantiating economic, statistical and practical researches and 
studies by a technically and practically qualified body, open- 
minded and independent, would prove invaluable to all indus- 
try, regulatory agencies, and the United States Treasury Depart- 
ment, with respect to taxes. 


7. Inquiry into proposals for annual wage. 
The cost of adoption of such proposals, the methods of ap- 


plying them, and other factors involved offer a field for produc- 
tive, impartial study which should be of great value as an aid 
to determining what advantages and disadvantages, both to labor 
and industry, would follow the introduction of this plan. 


8. Inquiry into simplification of Federal tax code. 


Information along constructive lines which have not hitherto 
been studied can be developed for the use of Congress, in its 
effort to attempt to rewrite in sweeping fashion the Federal 
Revenue Code. Such a study would concern itself with the struc- 
ture of the Code, rather than with rates, and would result in 
savings of time, labor and expense. It would assist in doing away 
with uncertainties as to amounts of tax payable, and in reducing 
the time in which final settlements could be determined. The 
field of usefulness in this realm is almost unlimited. 


The above inquiries have been selected as examples from 
the many suggestions received by The Controllership Founda- 
tion, Inc. 
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of society as a whole in the preservation of private enterprise; 
its food and drink would of necessity be new ideas, constantly 
re-examined and replenished ; its stock-in-trade dependable facts 
and interpretations and diagnoses delivered at the point and time 
of greatest usefulness to management and the public interest. 

All this means constant and unremitting research into the 
problems and conditions of management, of investment, and of 
public regulation of business. Otherwise, with these things 
lacking in the final accomplishment, this budding profession 
would wither on its branch. What might have become a pro- 
fession, by all the rights a profession ever has, would become 
rather a mere glorified lobby, bent solely on advancing the in- 
terests of its members in the face of public exactions to the 
burdens of which its own failings had made a substantial con- 
tribution. 

Another basic thought to be underlined is that the controller 
—the organized controller, keenly alive to his professional 
status and adequately trained to discharge his responsibilities— 
is peculiarly equipped to encourage and direct research in man- 
agement and business science. The reason for this, predomi- 
nantly, is that his daily work requires that he be ever on the alert 
for pertinent data, and that he always examine whatever data 
may be available in the rigorous perspectives of management 
need and economic purpose. What is more, he is daily called 
upon to put his findings and his judgments to the test of prac- 
tical affairs and pay the penalty for incompetence. 

Again, there is of course the fundamental proposition that if 
research and the development of new ideas and of professional 
vitality are to be effective they must constitute the primary task 
of a subdivision of the Institute quite apart ’from its regular 
operating departments. This means an independent “research 
arm,” . with its own peculiar demands, so far as concerns its 
operative personnel, and its own peculiar problems of financ- 
ing; it means independence dramatized in the form of a separate 
and distinct corporation which, although intrinsically subsidiary 
to the Institute, will symbolize the particular trust and con- 
fidence which it is hoped the public will always feel justified in 
reposing in its bids for research support. Such a segregation of 
Institute activities will also symbolize its unique opportunity 
to undertake general commercial research with no axe to grind, 
as a body catering to no special interest—operating at all times 
under the single restriction that it be of maximum service to all 
the community of its many interests. 

Finally, the thinking of those who have promoted the Founda- 
tion over these many years insistently repeats the need for prac- 
ticing the highest level of trusteeship in discharging the re- 
search obligations assumed; for performance under Foundation 
engagements of work of the finest quality of practical scholar- 
ship; and for envisaging Controllership as encompassing the 
problems of broad economic and governmental affairs, as well 
as those of technical accounting and “internal auditing,” which 
are so commonly associated in the public mind with the word 
“control.” One thing more, however: that if The Institute 
proves its technical competence for service in the conduct of 
investigations in management and business science, the supply 
of necessary funds will come automatically as a by-product of 
its Operations. 


RELATIONS OF FOUNDATION WITH “CLIENTS” AND CONTROLS 


“All these are very, very fine sentiments, of course,” says a 
tough-minded member of The Institute; “but I want to hear 
more about the practical operating relationships between the 
Foundation and its clients, and between the Foundation and the 
controls and their respective members.” All the circumstances 
say that this is a sensible observation and a sensible request. 
Noble sentiments are indeed important, but they must be put 
into action in a way that will work and without the thoughtless 
sacrifice of values already achieved. And the new venture is so 
far reaching in importance that every angle of its proposed 
operations should be carefully scrutinized by practical men. 

By “‘clients’’ is meant, (1), particular business concerns or 


their “industrial” groupings who might desire to engage the 
services of the Foundation in special investigations of Sig- 
nificance primarily to themselves, and of a confidential nature, 
such as price and compensation studies; (2), business concerns 
or industrial associations interested in promoting a better under. 
standing of concepts and practices in business which are of sig. 
nificance to the entire economy, such as pricing policies and 
ptivate enterprise, the responsibilities of the controller to the 
public, education for management, the reporting and taxability 
of net income, the development and use of controls in practical 
management, and so on; (3), general public groupings such as 
tax associations who might want the benefit of the practical 
commercial expertness of research findings backed and reviewed 
by the Institute; (4), public-minded citizens who might desire 
to donate funds in the general cause of education, on the one 
hand with emphasis upon the improvement of formal facilities 
for education for the career of a business man or controller, on 
the other hand with principal thoughts i pe raising the level 
of the general understanding of business affairs; and finally (5), 
the members of The Institute themselves, who, through serving 
others well in the discovery and propagation of new ideas, serve 
themselves as representatives of the profession of Controllership. 

These definitions of “‘client’’ are of course only suggestive, 
being neither exhaustive in coverage nor technically perfect in 
their phrasing. Time and experience will tell the Trustees a 
great deal more than they could possibly know now about dif- 
ferent kinds of clients and about how they should deal with 
each other. Only (1), however, would lead to what might be 
called “restricted” assignments—i.e., assignments from which 
the benefits of research findings would flow only to the immedi- 
ate client, and with respect to which the relationship between 
the Foundation and the client would be parallel to that between 
the property lawyer and his client. 

This last point suggests the reservation in the minds of some 
of those who wish well for the Foundation, that restricted as- 
signments be kept to a minimum. The argument here is that 
the Foundation should strain every resource to avoid assign- 
ments which would jeopardize its professional independence as 
a body “catering to no special interest,” as a body that should 
avoid even the appearance of operating as a “special advocate” 
—or to avoid assignments which might lead to incurring the ill 
will of non-benefiting competitors of a particular ‘‘restricted” 
client. Otherwise, it is contended, the Foundation might lose 
possession of its precious and almost exclusively-owned asset of 
being available as an investigating expert with no special axe to 
gtind. This whole problem is manifestly one of major policy 
proportions, and one which will demand the most painstaking 
study on the part of the officers of the Foundation. As a problem 
it is closely related to cases in which the Foundation might be 
asked to serve in the capacity of expert witness. 

Another thing about client relations, however, is the unmis- 
takable desirability, insofar as possible, of approaching the 
business world with concrete proposals for research, and to do so, 
also insofar as possible, through the machinery of the local Con- 
trols and their membership. This does not mean that there will 
not be cases in which the dealings will be direct from Founda- 
tion to client—it would be natural and desirable to do so. 
But local Controls should always be made cognizant of such 
negotiations, to the end. that they will grow to feel that they 
truly constitute a currently active wing of Foundation-research 
operations. 


PAYMENTS BY CLIENTS 
Payments made to the Foundation by clients will be of four 
broad sorts: (1) unrestricted lump sum gifts; (2) gifts for 
researches which, although specified, will be published for the 
benefit of the general community; (3) payments by concerns 
and individuals who desire to aid in sustaining the Foundation; 
and (4) payments made by “restricted” clients, and composed 
of compensation for the variable costs specifically connected with 
the particular assignment plus some sort of “contribution” to 

(Please turn to page 458) 
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FRIDEN Fully Automatic Calculators will produce 


accurate answers to your figure work prob- 
lems. Discover for yourself, how anyone in 
your office can operate this modern calcula- 
tor, with less than 15 minutes instruction 
on your own problems. Just telephone or write 
your local Fridén Representative and arrange 
for a demonstration. FRIDEN Calculators are 
now available to every business. Replace your 
worn or obsolete equipment with an easy-to- 
operate FRIDEN, learn how the calculator, 
not the operator, does the work. 


Fridén Mechanical and Instructional Service is avail- 
able in approximately 250 Company Controlled Sales 
Agencies throughout the United States and Canada. 





FRIDEN CALCULATING MACHINE CO.,INC. 


HOME OFFICE AND PLANT « SAN LEANDRO, CALIFORNIA, U.S. A. ¢ SALES AND SERVICE THROUGHOUT THE WORLD 








CONTROLLERSHIP FOUNDATION 
(Continued from page 456) 














the fixed overhead of the Foundation. 
The amount of this contribution will have 
to be fixed by the Trustees as an im- 
portant question of pricing policy. 

Despite the generally-conceded im. 
portance of the new venture, both to the 
community at large and to The Institute 
as a grouping of professional controllers, 
it is nevertheless strongly urged that great 
care be taken to make sure that The In- 
stitute is in no sense overshadowed by the 
Foundation. All feel that any tendency 
in this direction would be a most un- 
fortunate result. As already seen, the 
Foundation is viewed as constituting 
merely the research arm of the operating 
Institute, engaged upon work of an es- 
sentially long run or developmental char- 
acter. Its stock-in-trade will be new ideas, 
more reliable opinions, the facilities for 
idea-exchange, leadership in Institute 
thinking. Thus constituted the Foundation 
will leave the Committees of The Insti- 
tute as current working tools for use in 
the actual achievement of policies as laid 
down by The Institute’s Board of Direc- 
tors; for discovering facts and conditions 
in our national life of immediate practical 
importance to the controller-membership 
of The Institute; and for other assign- 
ments of a like current operating charac- 
ter. The Foundation and The Institute's 
Committees will therefore not operate in 
conflict at all. On the contrary, they will 
be mutually complementary in their work- 
ing—the one contributing ideas and in- 
tellectual growth and leadership, the other 
making for operating effectiveness in the 
immediate theater of daily affairs, both 
being indispensable to the professional 
vigor of The Institute as a whole. 

It may follow as a corollary to all this 
that the members of The Institute should 
freely enjoy the benefits of that part of 
the work of the Foundation which is not 
subject to contractual restrictions. Other- 
wise—i.e., with the requirement of a spe- 
cial membership payment into the funds 
of the Foundation—there would always 
exist the dangerous hazard, at least in the 
emotions of the membership, that the 
Foundation “has gone high hat,” or that 
it was operating on a little gold-leafed 
highway all its own. Such an eventuality 
would be tragic, as already pointed out. 
The interrelated integrity of both the op- 
erating and research arms of The Insti- 
tute must at all costs be preserved. In 
the long run both the Foundation, as 4 
national institution, and The Institute, 
would be the emphatic -beneficiaries of 
such a policy. 

A further corollary is that the spon- 
taneous collaboration of the local Con- 
trols and the national body with the 


(Please turn to page 464) 
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Job production costs had 




















In these days, practically everybody 
is saying “‘Let’s watch those fluctu- 
ating costs!” 

But HOW can you “watch” them 
—unless up-to-date data is con- 
stantly available in convenient form? 

Suiting action to a need that faces 
most business today, the Superior 
Foundry Company of Cleveland 
called in a Remington Rand Sys- 
tems Technician. A survey of their 
requirements followed. They in- 
stalled a Kardex Visible System of 
Cost Control. 

This move centralized all desired 
cost information on thousands of 
items in one compact record. It 
made the records simpler. They are 


@ To control costs and price for profit, con- 
sider the experience of the Superior Foundry. 
Graph-A-Matic charting signals tell in a 
glance where they stand and what to do. 





easier to maintain, with less clerical 
work. Most important, they con- 
tribute directly to real control of 
costs. 

Remington Rand Graph-A-Matic 
marginal signalling reveals in chart- 
like form the percentage above or 
below standard of all current pro- 
duction runs. Salient facts are sum- 
marized in a glance—a graphic “‘pic- 
ture” promptly calling attention to 
matters needing correction. 


Superior’s accumulated experience 
reveals itself at the flip of the finger, 
makes costs much easier to analyze, 
to define and to reduce. Prices can be 
confirmed or modified quickly and 
accurately, and production organ- 
ized for maximum efficiency. 
WANT MORE FACTS? “Cost An- 
alysis for Profit Control”’ is a valu- 
able survey that we will gladly lend 
you from our Research Data File. 
Ask our nearest Branch Office. 








SYSTEMS DIVISION 


REMINGTON RAND 


315 Fourth Avenue, New York 10, N. Y. 


COPYRIGHT 1945, REMINGTON RAND INC. 
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| LETTERS FROM CONTROLLERS | 











CONGRATULATES BURBOTT 
ON CONSTRUCTIVE ARTICLE 


Mr. E. W. BURBOTT, 
A. B. Dick Company, 
Chicago, Illinois. 
Dear Mr. Burbott: 

I have enjoyed the reading of your recent 
article in “The Controller,’ entitled ““We Must 
Chart the Road Ahead for Controllers,’’ so 
much that I want to tell you so. 

You have covered the subject so well in 
language that even a controller can understand, 
that you are to be congratulated. 

H. L. STUNTZ 

Comptroller 

The Alton Railroad, Chicago. 
August 13, 1945 


WISHES INSTITUTE 
SUCCESSFUL CONTINUANCE 


ARTHUR R. TUCKER, ; 
Controllers Institute of America. 

With best wishes for a successful continu- 
ance of The Institute and that you are enjoying 
the best of health. 

H. Oscar DONNER. 

(Note accompanying dues payment. He 
holds membership certificate number 9). 


HONOR TO BE CONNECTED WITH INSTITUTE 


ARTHUR R. TUCKER, 
Managing Director: 

The Institute has now grown into a suc- 
cessful and very influential organization with 
which it is really an honor to be connected. 
As one of the older members of The Insti- 
tute I realize fully that a very large part of 
the success and growth of The Institute is 
due to your foresight, interest, and hard work, 
and I wish to congratulate you upon the out- 
standing success which has attended your ef- 
forts. 

ErRNEsT H. MALING 
Brown Company, Berlin, N. H. 


DUTIES ASSIGNED ON BASIS OF CAPABILITY 
ARTHUR R. TUCKER 
Editor, ‘The Controller’ 

The July issue of “The Controller’ presents 
some thought provoking material relating to 
the respective duties of the treasurer, and the 
controller, in corporate management. It is a 
fact, as stated, that much has been written in 
recent years on this particular subject. Un- 
fortunately some of what has been written aims 
at the glorification of one officer or the other, 
and much of what has been stated amounts to 
nothing more than the act of drawing a red 
herring across the trail. Not withstanding of- 
ficial designation, be it vice-president, treasurer, 
controller, or office boy, management has a 
controllership job to be done. So long as the 
function is carried on by capable people with 
technical understanding of the requirements in 
business practice, it is this writer’s opinion 
that title is unimportant. 

Observation and inquiry among many cor- 
porate enterprises will develop the conclusion, 
that the controllership activity is as varied as 
the abilities of the men doing the job, and the 
degree to which management has been sold on 
its value. The task itself is invariably fitted to 
the capabilities of the man having the assign- 
ment. It is accepted among us that there are 
controllers who function as glorified book- 
keepers; and others who, because of their tal- 
ents, rate top drawer positions in management. 
In some measure the activity must be related 
to the capacity of the individual, and the duties 
are usually assigned on such a basis. 


An example of this division of responsibility 
is given by Mr. Charles C. Jarchow, with re- 
spect to the by-laws of the American Steel 
Foundries, as reported in the July issue of 
“The Controller.” Significant is this quotation 
from Section 8 describing the duties of the 
Controller: 

“He (the controller) shall prepare all Fed- 
eral tax returns which are based upon the de- 
termination of taxable income and/or invested 
capital, and he is authorized to negotiate with 
the Government as to the amount of taxes pay- 
able under such returns.” 

In contrast examine this quotation from Sec- 
tion 4 describing the duties of the Treasurer: 

“He (the Treasurer) shall file all tax re- 
turns with the proper local, state or Federal 
authorities and shall prepare all tax returns 
other than Federal tax returns based upon a 
determination of the Company’s taxable income 
and invested capital.” 


Now just why the tax job was divided in 
this manner is entirely the business of the di- 
rectors of American Steel Foundries. It does, 
however, prompt the question as to why Fed- 
eral tax returns involving invested capital 
computations come within the jurisdiction of 
the controller, whereas all other Federal, state 
and local tax reports are relegated to the office 
of the treasurer. 

The tax assignment for a corporation in itself 
calls for specialized knowledge, the returns are 
somewhat inter-related and inter-dependent, 
and under The Institute’s Code of Duties all 
belong in the controller's field. This being the 
case, it is interesting to observe that one com- 
pany has seen fit to divide the responsibility 
for tax returns between the controller and the 
treasurer, either on the basis of volume, know- 
how, or some other consideration of its own 
particular problem. This example is one of 
many which indicates that we should not be 
too dogmatic in developing title-atmosphere for 
the controller. It is of much more consequence 
to know the requirements, their application to 
business practice, and get on with the job. 

H. C. Perry, 
Heywood-Wakefield Company, 
Gardner, Massachusetts. 


POSTWAR ACCOUNTING REQUIREMENTS 
Mr. PAUL HAASE, 
Managing Editor, 
THE CONTROLLER 

The events of the past week have given food 
for thought with regard to the duties of con- 
trollers in the postwar era. 

Postwar requirements of accounting embrace 
the compilation of accurate costs, prompt fi- 
nancial statements, uniform accounting pro- 
cedures, coordinated accounting responsibilities 
and good organization. No attempt has been 
made to indicate any order of importance be- 
cause one is just as important as the other. Costs 
might be considered as the most important fac- 
tor because of their relationship to sales, in- 
ventories, and profits. 


Cost Accounting 

To fully be informed on costs, either cur- 
rent or otherwise, it is suggested that serious 
consideration be given to the adoption of 
standards as soon as possible. Costs must be 
current and not considered as historical if post- 
war competition is to be met. 

Material costs will change for better or 
worse depending on the economic viewpoint 
of the Government and its relationship with 
manufacturers, producers, and others. It, there- 
fore, behooves us to consider the accounting 
of material through the means of standard 
costs which could, if properly controlled, be 








set for a year in advance. Variances can be 
controlled through some means of reporting to 
management, foremen, production personnel 
and the like. It is, therefore, time for an i 
counting of material costs where markets wil] 
change materially in the postwar era. 

Labor rates will change materially. Some 
will go up and some will go down. The aver. 
age hourly rate, factored for efficiency, will tend 
to distort the labor contents of production 
costs and unless the controller is in control of 
the rates, efficiencies, timekeeping and pay- 
roll records there will not exist, in my Opinion, 
a proper accounting control. Many factions 
have applied for rates which, based on 40 hours 
per week, will net them the same income as 
for 48 hours. It should be realized that these 
factions, unintentionally on their part, will 
cause increases in cost of production through 
their request for increased earnings. The dollar 
value of one hour of work will be increased 
and unless management does not control ef- 
ficiences through proper timekeeping, stand- 
ards, time studies if necessary, and super- 
vision, costs will be out of proportion with 
expectations. 

Overhead rates should be studied and estab- 
lished immediately for use in setting selling 
prices. Many companies have had excessive 
overhead costs which included training costs, 
defense plant operations, excessive reporting to 
government control agencies, and such, which 
are now eliminated and should, in my opinion, 
be removed from overhead costs if postwar 
competitive prices are to be met. I highly rec- 
ommend standard divisional overhead rates or 
burden centers depending on the type of in- 
dustry being covered. Standard overhead rates 
can be established almost immediately through 
studies of pre-war, war, and postwar require- 
ments of personnel, procedures, growth of 
company during these years, inventory require- 
ments, sales, cost of sales, which should re- 
sult in standard rates acceptable to management 
in pricing postwar products. Variances from 
these standard overhead rates should be charged 
off to Profit and Loss immediately provided 
you have not disturbed your costs materially. 
In computing prices, however, variances should 
be included on a percentage basis 'to the total 
cost of product. At the end of the first year, 
review these standard overhead rates for possi- 
ble revisions. 


Financial Statements 

Early financial statements will be a require- 
ment in the future. Many conditions have 
arisen which tended to slow up the issuance 
of statements either for management, stock- 
holders, credit associations or banks. Bond and 
stock issues will again take their places in the 
financial world and it will be a requirement 
that prompt financial statements be issued. 

Many banks and investment houses are, at 
the present time, purchasing stock, floating bond 
issues, with a purpose of controlling the com- 
pany, management or financial, in the postwar 
era. Many smaller companies are and will be 
absorbed by larger companies. Serious consid- 
eration will be given to tax savings which will 
result in consolidation and mergers and it will 
be necessary for controllers to have statements 
in the hands of the proper persons with the 
minimum of delay. 

During the past few weeks, I have seen and 
studied many financial statements, annual te- 
ports, and accounting records. Uniformity is 
unknown except in three instances where I was 
privileged to visit with controllers of those 
companies. It is surprising how many different 
types of financial statements are issued and 
passed upon by the same group of public ac- 
countants ‘with very little thought of uniformity 
in chart of accounts, records, statements, sched- 
ules, and the like. I believe management, 1n- 
cluding controllers, would benefit by under- 
taking a study of these points for the purpose 
of presenting statements which are under- 
standable, can be analyzed with a minimum 
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of effort and, finally, with the minimum of cost 
to the company. 

Facts and figures must be sound and not 
presented with reservations. Financial State- 
ments must be accurately stated not based on a 
lot of ‘“‘ifs’’ and “‘ands.”” Be conservative rather 
than liberal. Do not forget dividends are based 
on profits and over-payment of dividends 
usually cannot be recalled. 


Uniform, Accounting Procedures 

Many companies have “frozen” their ac- 
counting procedures during the past few years. 
This condition has resulted from the tendency 
to produce and then produce more—we did 
have a war to win—without much thought be- 
ing given to accounting procedures and uni- 
form practices. Public accountants have not 
devoted much time to uniform accounting pro- 
cedures because they neither had the man- 
power nor time due to various governmental 


reports, termination procedures, renegotiation, 
and the like. In my opinion a good controller 
or industrial accountant can usually do more 
towards the establishment of uniform account- 
ing procedures than can be done by public ac- 
countants. You must possess industrial. experi- 
ence, production requirements, cost presenta- 
tion, sales markets, and other like knowledge. 

The adoption of uniform accounting pro- 
cedures will, and I make this statement know- 
ing that the public accountants will give me 
an argument, tend to reduce the cost of public 
accounting work. Public accountants should 
approve this suggestion rather than criticize it 
because it makes their work easier. Copies of 
the accounting procedures should be presented 
to the public accountants for their files and use 
in making audits. 

We now come to the chart of accounts. I 
have found no uniformity in the preparation 
of the chart of accounts issued by companies 
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visited. One of these companies has done a 
marvelous job in the preparation of its ac. 
counting manual. Another has done even a bet. 
ter job in issuing its financial statements, sup- 
porting schedules and exhibits. Both companies 
however, do express their financial conditions 
through the medium of uniform thought behind 
their statements. 

A chart of accounts should be devised which 
will present a balance sheet, profit and loss 
statement, expense and cost schedules with 3 
minimum of effort on the part of accounting 
personnel. It should not be necessary to “Key” 
items appearing on trial balances and require 
accounting personnel to consolidate different 
parts of the trial balance into one figure on 
statements. It should be possible to transfer the 
balances on ledgers to trial balances, total 
control accounts and transfer them in total to 
the financial statements. 


Coordinated Accounting Responsibilities 


With the war over and the tendency to re- 
duce personnel to postwar requirements, we 
should not lose sight of the fact that many re- 
sponsibilities over-lapped during the past few 
years. Controllers were reporting to treasurers, 
treasurers to controllers, production to treas- 
urers, and so on. This could be carried on to 
line organizations, and soon, but suffice this 
statement to top management and executives 
charged with the responsibility of carrying out 
management's policies. 

It might be an opportune time to study the 
organizational chart of your company. Maybe 
you can do some consolidation of responsibili- 
ties and then you might, for proper control, de- 
cide to separate some of the duties which have 
centered in one or two individuals during the 
past few years. This applies particularly to ac- 
counting and financial responsibilities which 
tend to over-lap one another. 


This is where the controller fits into this. 


picture. He will be charged with all account- 
ing activities of the company which may or may 
not include inventory control, finances, taxes, 
auditing and statistics. Many companies are 
separating the auditing and statistics functions 
from those of the controller, making these func- 
tions responsible to the president or a vice- 
president. Taxes should be the responsibility of 
the controller. Inventory control for produc- 
tion requirements is a function which belongs 
to the manufacturing division of the company. 
With stricter control being required in the 
future, each company should be alerted to the 
requirements of good organization. I do not 
attempt to state how it should be done in a 
particular company because the organization 
would depend on the manufacturing require- 
ments, products, management and type of com- 
pany. 

It appears to me, at this time, that control- 
lers will be required to take a more active in- 
terest in industrial relations. Management 
rights will have to be protected. Many of the 
social acts will continue for many years to 
come. Labor unions will continue to exist and 
expand in many companies. 

In conclusion, it will be a test to manage- 
ment, controllers, accountants and other exec- 
utives during the coming months. I propose a 
complete study of requirements, procedures, 
distribution, personnel (accounting) with the 
purpose of eliminating some of the frills and 
renewing our basic thinking with regard to 
accounting and cost accounting. 

E. J. GESSNER, 
Brooklyn, N. Y. 





The public debt was $235 billion on March 
15, says Senator Byrd of Virginia, or $1680 
for every man, woman and child in the coun- 
try. Since there are about 50 million taxpayers 
in the couatry, the debt load of each would be 
$4600 if the total were divided equally among 
them. And this, remarks the senator, 1s /4xa- 
tion! 
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you all the facts— first! 
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The United States Patents 
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gives you the answer to ALL such questions promptly 


The Supreme Court passes on the computation of overtime pay. How 
does this affect you? WLB orders negotiation of severance pay or explains 
computation of overall reclassification increases. How are your policies 
influenced? Problems like these—many your own—are daily being 
decided in Washington. You must keep up with all developments to avert 
mistakes and penalties, save time and money. 


New wage-hour requirements, latest court decisions, agency rulings, 
interpretations — all the facts to keep you posted 


Controllers must have this information as a basis of sound judgment. 
You cannot risk haphazard methods or getting the facts too late. Only 
BNA, with a large staff of specialists right on the scene, can give you 
speedily the gist of thousands of rulings, decisions, orders. A few minutes 
each week of checking the summary and analysis of Wage and Hour 
Reporter will keep your fingers on latest developments—those of vital 
importance to you and your company. 


Leading corporations find the cost of this report very low compared to its 
constant value. A trial will prove this to you. 
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from Washington. 
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Businessmen everywhere say the Printing 
Calculator is ideal for statistics, billing, 
payrolls and all other figure work. They 
Say it saves time and costs. 


Let it save for YOU. Phone your nearest 
Remington Rand office today, or write us 
at Buffalo 5, N. Y., for the free explanatory 
booklet TOPS. 

















CONTROLLERSHIP FOUNDATION 
(Continued from page 458) | 











Foundation, through special committees 
for cooperation and active individual par- 
ticipation in Foundation affairs, should 
be the order of the day. 


OPERATING ORGANIZATION 


Finally, with respect to the specific 
operating organization of the Foundation, 
it is contemplated that in addition to the 
President, the Trustees, and the operating 
committees, there will be an operating re- 
search specialist who will head up the 
designing and prosecution of research 
projects, assisted by an advisory commit- 
tee; an individual assigned the task of 
managing current business details; a min- 
imum of permanent research, clerical and 
stenographic staff; and a variable person- 
nel which will have to respond in mag- 
niwde to the load of current research op- 
erations. The problem of this variability, 
it is believed, can be solved through ju- 
dicious part-time drafts upon competent 
academic personnel (or personnel of a 
similar professional nature) which may 
very well, and to the benefit of all con- 
cerned, be available for relatively short 
period assignments. 

The above-mentioned advisory commit- 
tee should unquestionably be constituted 
of the three ‘estates’ of academic spe- 
cialists, business men of general interests, 
and practicing members of The Institute. 
If the Foundation is to enjoy the success 
to which its aims and its good faith are 
entitled, its product should have the te- 
spect of all three of these groups, not to 
mention the benefit of their various ways 
of thinking about research operations. As 
for the President’s job, the opinion is 
that he should serve not only as the sym- 
bol of trust and scholarship -which con- 
stitute the heart of the Foundation con- 
ception, but also operate in a capacity as 
the head of public relations, as the me- 
dium of active current contact with the 
various Controls, and through them as well 
as directly, with the many clients for re- 
search services which will inevitably find 
their places in the files of the Foundation. 

It is the well considered opinion’ of 
those persons who have been contemplat- 
ing the possibilities of the Foundation, 
and based on the foregoing policies, that 
the field of opportunity to render valu- 
able service and knowledge to the mem- 
bers of The Institute, their companies, and 
our American economy in general, is un- 
limited, and if the objectives are dili- 
gently pursued on a sound and conserva- 
tive basis, success is bound to come. 

* * * 

As a taxpayer, you helped pay the salaries 
of three million federal employees last year, 
exclusive of all men and women in the armed 


services. There was one federal employee for 
every 15 workers in all other fields! 
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Corporate Leadership 


BUSINESS LEADERSHIP IN THE LARGE 
CORPORATION. By Robert A. Gordon. Pub- 
lished by The Brookings Institution, Washing- 
ton, D. C. $3.00. 


The large American corporations have grown 
into their present size in the eighty years fol- 
lowing the Civil War, with most of that 
growth having come in the last forty years. 
Largely, each could organize its structure and 
order its course with scant guidance from pre- 
vious experience in enterprises of such magni- 
tude. 

The organization and conduct of the large 
corporation are thus extremely divergent. They 
are channelled in an astonishing variety of 
forms and methods. There is a great lack of 
uniformity in the organization and in the op- 
eration of their ownership, their control and 
their management as they implement very di- 
verse beings for very divers aims. 

Certainly the leadership of the great Ameri- 
can corporation is the resultant of many forces, 
direct and indirect. Leadership is not a princi- 
ple, but a practice. Many are the wrinkles of 
expediency of the present and the past which 
have appeared in their faces. 

As they have increased in size, their share- 
holders have increased in numbers and de- 
creased in the leadership of the corporation. 
Indeed, the shareholders have commonly only 
a passive or passing interest in the corporation, 
only a fractional 20 per cent. having the 
power or prestige to influence actively the 
course of the corporation. 

These nominal owners of the large corpora- 
tion, the shareholders, select boards of direc- 
tors from nearly all manner of interests and 
all types of individuals that could be found 
available. 

The executives are as variable a lot as 
could be picked from a division of foot sol- 
diers, operating in strange ways their wonders 
and blunders to perform. And with the con- 
centration of capital, the executives and direc- 
tors tended to possess lesser and even negligi- 
ble ownership in the corporation, the largest 
200 of which in 1933 owned from 46 per cent. 
to 51 per cent. of all industrial wealth, ex- 
clusive of agriculture. About one-half of all 
business, outside of farming, is therefore de- 
pendent upon the calculations and whims of 
a leadership which is responsible for its acts, 
not predominantly as owners but as hired men 
of a professional stamp. These professional 
leaders tend to have different traits and values 
from the tycoons who earlier founded and 
managed their business, particularly in that 
they do not pursue profits so earnestly, whilst 
they are more amenable to other economic and 
social considerations. 

Professor Gordon well sets forth the fluid 
course of leadership in its development into 
management in the great American corpora- 
tions as well as the action of many shifting 
interests which affect that leadership, including 
accountants who are treated somewhat as ac- 
cessories after the fact and but briefly, despite 
their important ratiocinations in the matter of 
costs and selling prices. 

He discusses the enfeeblement of the voice 
of shareholders and of boards of directors with 
a view to some restoration of vigor. This, he 
admits, is a formidable task. The interplay of 
so many changing and changeable factors is 
hard to codify as the leadership of large cor- 
porations has always been. 

It is an interesting analysis of the direc- 
tion of great enterprise. 

Reviewed by A. S. PoucHOT 
Lee Tire and Rubber Corporation, 
Conshohocken, Pennsylvania. 





What Is Taxable Income? 


TAXABLE INCOME. By Roswell Magill. 
Published by The Ronald Press Company, 15 
East 26th Street, New York. $6.00. ; 

This revised edition of Mr. Magill’s au. 
thoritative text, first published in 1936, will 
provide the over-burdened financial and tax 
executive with an understanding of the con. 
cept of income as developed in the federal 
courts and by the Congress during the 32 year 
history of the income tax. 

It should be emphasized that it is not in- 
tended to serve as an answer book for income 
tax problems but rather, as the author indj- 
cates in his preface, as a history and analysis of 
decisions and statutes. 

Mr. Magill’s volume will aid in the develop. 
ment of an appreciation of the tax philosophy 
that serves as the foundation on which the 
present towering edifice of tax decisions and 
amendments has been erected. 


Reviewed by PAUL HAASE 


Timely Feature Articles 
In “Accounting Review” 


“Transactions Between Affiliates” is the 
title of the leading article in the July issue of 
“The Accounting Review’ which is published 
quarterly by the American Accounting Associa- 
tion. The author of the article is Mr. W. A. 
Paton, who is head of the Accounting Depart- 
ment of the University of Michigan. Other ar- 
ticles in the same issue include: “Costs, Prices 
and Profits: Accounting in the War Program,” 
by E. L. Kohler and W. W. Cooper; ‘Defining 
and Accounting for Depreciation,” by Dr. Scott; 
“Pretermination Planning,” by O. Jay Silver- 
man; “Employees Stock Options,” by E. R. 
Dillavou; “Accounting Administration of Un- 
employment Insurance,” by T. R. Larimore. 


Office Management Bibliography 
A general bibliography on office management 
subjects covering material published in peri- 
odicals for 1938 to date, was recently released 


‘by the National Office Management Associa- 


tion, Philadelphia, Pennsylvania. The bibliog- 
raphy was prepared by Robert Kaye as vice 
chairman of the Association’s National Re- 
search Committee, of which D. H. Fulton is 
chairman. The 163 pages of the bibliography 
are divided into 53 classifications listing more 
than 4,000 reference items. The bibliography 
is being offered to non-members of the NOMA 
at $5.00 per copy and may be obtained by writ- 
ing the secretary at 2118 Lincoln-Liberty Build- 
ing, Philadelphia 7, Pennsylvania. 


Outmoded State Laws Bar 
Postwar Public Works 


Outmoded laws in many states may prove 
to be a handicap to postwar construction of 
public works projects, Maj. Gen. Philip B. 
Fleming, Administrator of the Federal Works 
Agency, told a meeting of the Municipal 
Forum, an organization of New York invest- 
ment bankers, recently. 

His experience as the first executive officer 
and later deputy administrator of the Public 
Works Administration demonstrated, the 
speaker declared, that it was necessary to 0 
tain special legislation in many of the states 
before needed public works projects could be 
built. Since that time, he added, many of the 
public works laws then enacted have expired. 

The stockpile of completed public wo 
plans, ready to be turned over to the contrac: 
tor, is still far below the volume that may be 
needed, General Fleming pointed out. 
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In the popular 9%" x 117%” size 

- ruled brown and green on 
“Eye-Ease” green-white high rag 
content ledger paper, to reduce 
eye-strain and errors in posting. 
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7141 
100 Sheets to a box—25 Sheets per band 
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cD-2 
Ri 
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BS 
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CDP 
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Record of Cash Received 
Record of Checks Drawn 
Record of Invoices or 

Vouchers 
Journal 
Bank Statements 
Record of Petty Cash 
Record of Cash Receipts 
and Income Record 
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THE WIDE CHOICE of expertly designed forms available in this new 7141 
Series of Unit Accounting Forms makes it possible to meet the accounting 


needs of practically every business . . . 


to the large corporations. 


from the small one-man establishments 


For example, forms 7141 CRS and 7141 CDP, illustrated above, provide 
all necessary original entries for the smaller business, with cash receipts and 
sales records on one form, check records, purchases and expenses on the 
other. Eight additional forms in this series, plus a wide variety of twenty-two 
in the larger 11” x 14” No. 7072 Series, fill the need for the more complete 


records of larger businesses. 


The instant availability of these stock forms makes possible the immediate 
installation of complete record-keeping systems. 
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General Ledger 
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with complete information, illustrations and prices. 
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Said the Office Manager to the Treasurer: 
War regulations taught us to save time and 
money with paper they made us use. 


Said the Treasurer to the Office Manager: 
These wartime letter and record papers do 
the job better because of their cotton content. 


A paper made from new cotton 
fibers lasts longer and wears bet- 
ter than ordinary paper. In letter- 
heads, the cotton fiber permits 
more erasing and tells customers 
that yours is a quality organiza- 
tion. For keeping records, these 
papers are better because they 
stand more use and abuse, and 





they last longer . . . So when war 
restrictions go, preserve this war- 
time gain. Get the fact and feel 
of quality by insisting on cotton 
fiber papers. To get the finest 
in the cotton fiber field, specify 
PARSONS, which specializes in 
stationery and record-keeping 
papers for modern business. 











PARSONS PAPER COMPANY e HOLYOKE, MASSACHUSETTS 
PE i i TEER Ly 








| Controllers’ Reconversion Problems 
| Studied in Special Pamphlet 


A special pamphlet entitled “Con. | 
trollership Problems in the Reconver- 
sion Period’ is being sent without 
charge to all members of the Control- | 
lers Institute of America. The pam- | 
phlet embodies the report covering 
the deliberations during 1944-1945 of 
The Institute’s Committee on Postwar 
Controllership Problems. Mr. Louis 
M. Nichols, comptroller of General 
Electric Supply Corporation, Bridge- 
port, served as chairman of the com- 
mittee during the past year, and the 
report was developed by him, follow- | 
ing recommendations and subsequent | 
approval from the members of the na- 
tional committee. | 

Among the subjects covered in the | 
report are the following: | 


1. Cost accounting treatment of: 





a) Fixed properties fully amor- | 
tized under certificates of war 
necessity ; 

b) Government properties  se- 
cured at bargain prices; 

c) Assets fully depreciated. 


2. Cost Control: | 
a) Methods and techniques of | 
controlling costs under condi- | 
tions which are likely to pre- | 
vail under postwar competi- 

tive conditions. 

b) Overcoming the free spend- 
ing tendency. 

3. Safeguards against overproduction 
brought about by excess plant ca- 
pacities: 

a) How can we measure postwar 
markets effectively? 

b) How can an expansion pro- 
gram be determined with a 
reasonable margin of safety? 

c) How can we avoid over-ex- 
pansion on the part of indi- 
vidual companies or units 
and, therefore, cumulatively 
on the part of whole indus- 
tries? | 

4. Postwar pricing. 

. Postwar inventory control. 


6. Reemployment of veterans: 
a) Employment of disabled vet- 
erans in office activities. 
b) Dismissal wages to persons 
replaced by returning service- 
men. 


7. Procedures for fixing salary scales 
and administering them: | 
a) The place of seniority in of- 

fice promotions. 

b) Procedures for on the job 
training with special empha- 
sis upon the development of 
executives, and of high rank- 

| ing technicians (e.g. assistant 

| controllers). 

8. Settlement of government loans and 
financing for new civilian business. 


wv 











Keep Sights Up! 


“If private enterprise does not keep its sights 
up on the overall objective of human secutity, 
and if it does not convince the worker that if 
its doing as much for him as can practically 
be done, the worker will turn to the Govern- 
ment and there lodge his demands. Govern- 
ment is not likely to turn a deaf ear.” 

W. L. Batt, Vice-Chairman, WPB. 
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ow CA "keeps the Board of 


Directors well-informed 





Keasbey & Mattison Co., Ambler, Pa., recommends Remington Rand 


Punched-Card Accounting as the logical means for controlling a 


large, complex operation and furnishing directors with active data. 


@ Good directorship functioning is 
dependent upon adequate knowledge 
of basic operating activities. F. W. 
Cocker, Treasurer, discloses the fol- 
lowing procedure by which the di- 
rectors of this widespread organization 
are kept advised of current conditions. 

“For sixty-six years our company 
has specialized in producing items in 
40,000 to 50,000 commodity codes in- 
volving processing in asbestos, chem- 
ical, paper, mill board, insulation, 
building materials and textile fields. 

“Control of so diversified a business 
has proved to be possible only through 
a monthly profit and loss statement 
and balance sheet and the scores of 
detailed statements upon which they 
depend. For the preparation of these 
statements with. speed, accuracy and 
economy, we have relied for twelve 


« KWIK-FAX e 


REMINGTON RAND 
TABULATING MACHINES 
may be PURCHASED 
as well as leased. 


Write for: “The HOLE-STORY of Punched-Card Accounting” — 
the book that tells a vital story to business. It’s FREE! 


BUY BONDS—Buy Victory and Peace 





years upon Remington Rand Punched- 
Card Methods. Punched cards, which, 
until 1931, were used mainly for sales 
analysis reports, have become the basis 
for controlling the many phases of our 
business. 

“At the monthly meetings of the 
Board, each director is furnished com- 
bined statements and balance sheets 
for the preceding month, year to date, 
and comparabie periods for the pre- 
ceding year. Administrative, sales and 
other expenses are listed by districts; 
as are analyses of comparative oper- 
ating statements. Sales are also ana- 
lyzed by departments. 

“This close monthly control helps 
to reduce our one-and-one-half mill. 
ion dollar inventory to the lowest prac- 
tical level—making possible an eight- 
time yearly turnover. The success of 





*The HOLE 
.. the Symbol 


our management control, based on 
this punched-card method, inspired 
a large nationally known corporation 
to install similar controls br their 
directors. 

“In our opinion, no company can 

exercise close manufacturing control 
without the use of punched-card ac- 
counting.” 
Are you satisfied with the facts upon 
which you must make decisions? If 
not, Certified Report No. 4310 cover- 
ing the details of the Keasbey & 
Mattison punched-card applications 
should prove of great interest. Copies 
may be obtained by writing to our 
nearest branch office or to Remington 
Rand Inc., Tabulating Machines Div., 
Room 1746, 315 Fourth Ave., New 
York 10, N. Y. 


ad 
eminglon Rand 
PUNCHED-CARD ACCOUNTING 


MARK of a Method 


of Accuracy 
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Scanning the Controllership Scene 








Neu Era, New Responsibilities 


Now, a new era and new responsibilities for controllers and finan- 
cial officers. Peace, cancellations of contracts, and reconversion, mean 
anything but respite for these men. Perhaps twelve to eighteen 
months hence—smooth sailing. 


Full Employment 


Many thousand copies of a speech made by Dr. Virgil Jordan, 
President of the National Industrial Conference Board, before 
the St. Louis Control of the Controllers Institute of America, on 
May 31, 1945, have been distributed by The lustitute in re- 
Sponse to requests made by members and others for copies to be 
mailed to friends and acquaintances. The address was entitled 
“Full Employment and Freedom in America.’ One member of 
the Controllers Institute of America wrote that “Dr. Jordan has 
covered this question better and more fully than any other 
person.” 


September Subjects 
Some subjects which groups of controllers will discuss in 
September meetings of Controls, of the Controllers Insti- 
tute of America: “Reconversion Expenses,” “Forecasts and 
Budget Planning and Control,’ and ‘Securing Treasury 
Approval of Pension and Profit Sharing Plans.” 


Bankers Research Committee 


John C. Shea, President of the National Association of Bank Audi- 
tors and Comptrollers, announces the appointment of Alvin J. Vogel 
as Secretary to the Research Committee of the association. Mr. Vogel 
recently resigned his position as assistant cashier of the Lake Shore 
National Bank of Chicago, and took up his new duties in the asso- 
ciation headquarters at Chicago on August 6. ‘He has had experi- 
ence in developing and installing new systems, having served on the 
Bank Methods and Operations Committee of the Chicago Chapter of 
the American Institute of Banking. The National Research Commit- 
tee of the National Association of Bank Auditors and Comptrollers 
has as its Chairman Mr. Ottmar A. Waldow, controller of the Na- 
tional Bank of Detroit, a member of the Controllers Institute of 
America. Mr. Vogel’s work with NABAC will be to assist in and 
coordinate the work of the National Research Committee. The Com- 
mittee is particularly interested in a step-by-step cost accounting pro- 
cedure which banks, both large and small, can follow readily. An- 
other project will be on the subject of accounting and auditing for 
small banks. 


Developing Job Standards 


Now comes the National Institute of Vocational Research, 
Inc. of Los Angeles, described on its letterhead as a non- 
profit educational group, with a description of new pro- 
cedures for developing job standards and for selecting and 
placing personnel. It is announced that this research project 
was undertaken in 1932 by leading personnel executives. 
The literature states that these new procedures are currently 
being tested or used in several hundred business and indus- 
trial organizations, governmental agencies, and educational 
institutions in the United States. The procedures include, 
according to the printed matter which accompanies the an- 
nouncement, two tools—the job qualification inventory, and 


the job placement reference. The first is intended to bring 
out information concerning and to organize and display the 
actual and potential job qualifications of the worker. The 
second is described as an encyclopedia of job requirements 
developed specifically for use with the inventory. In the 
job placement reference, each job typed bears a number 
corresponding to those used in the United States Employ- 
ment Service Code, from the United States Dictionary of 
Occupational Titles. Job placements will constitute a seri- 
ous problem for business for many months to come. 


The Metric System 


]. T. Johnson, chairman of the Department of Mathematics of 
Chicago Teachers College, president of the Metric Association, 
writes that there is a decided increase in interest in the United 
States in the metric system of weights and measures. Mr. John- 
son has been asked by the Board of Directors of the National 
Council of Teachers of Mathematics to sponsor their next Year 
Book, which is to be on “The Metric System of Weights and 
Measures.” He is especially interested in developing a chapter 
to be devoted to “Merchandising and the Metric System,” and 
wants help. He asks for volunteers to contribute material for 
that chapter. 


Income Statements 


A study of the purpose and character of the income statement is 
being conducted by committees of the American Institute of Account- 
ants. The study has reached the stage where a sub-committee has pre- 
pared a report for consideration by the Committee on Accounting 
Procedure: The American Institute’s Committee has stated that it 
would like to have the views of controllers on the tentative draft 
prepared by its sub-committee and there will be mailed to members 
of The Controllers Institute of America shortly printed copies of the 
sub-committee’s presentation. 


Reconversion Costs 


War production costs do not automatically cease upon the dis- 
continuance of production, and because that is a fact, controllers 
are pointing out what they regard as an unfair procedure in re- 
negotiating prices to be paid manufacturers. Controllers have 
been contending that some recognition should be given to re- 
conversion costs. They have not been recognized by provisions 
for reserves or allowances in the past, and there now is arising 
a request for legislative action to provide such recognition. The 
costs of reconversion that are now being thrown on industry 
are real, and, in many instances large. Controllers are pointing 
out that it is unfair that renegotiation should take some of the 
profits of industry for the first eight months of this year, on the 
theory that they were excessive, while industry must absorb the 
losses or small profits for the last four months of the year, be- 
cause the accounting methods employed in renegotiation assume 
that war production costs ordinarily cease upon the disconun- 
uance of production. Controllers believe that the direct costs of 
reconversion, plus the indirect costs such as unabsorbed over- 
heads, should in some manner be recognized in renegotiation. 
The question is, in what manner could Congress grant relief, if 
it were so disposed? Repeal of the Act as of January 1, 194), has 
been suggested; another thought which has been advanced i 
that the Act might be amended to permit reconversion costs 
be recognized in some manner in the 1945 renegotiation. 
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Good old George... his old self again! 


|, rome seemed to know what 
was the matter with George! 
Been in the firm 10 years. Worked 
like a Trojan! Up to recently, he’d 
been the most dependable man in 
the organization. 

Then slowly he began to slide. His 
output fell off. It got so he was holding 
up the rest of the boys. Nobody knew 
why.. He didn’t seem sick. No bad 
habits. Perfect family life. But George 
was worried. Began talking about leav- 
ing, about taking another job . . . and 
after ten long years! 

But all that’s changed. Good old 
George is out of the rough—back in 
his beaming old self again! 





Mr. Frobisher takes the credit. And 
maybe he deserves it. He says he no- 
ticed a lot of his employees—especially 
some of the seasoned workers, the key 
men—were getting restless. Frobisher 


says he’d walk down the line and find 
a man with that faraway look in his 
eyes ... while the work piled up. 


Well, you know old man Frobisher. 
He nosed around until he found out 
what they were dreaming about. He 
found out that somewhere along the 
late thirties or early forties many a 
carefree youth suddenly realizes he’s 
not going to grow up to be a millionaire 
after all. And he found out that right 
then and there a lot of those lads start 
worrying about security . . . future pro- 
tection for the wife and kids . . . edu- 
cation . . . doctor bills. 


Frobisher solved the problem for the 
whole force at once, with complete 
group insurance. And now Frobisher 
points with pride to contented employ- 
ees like George (top, left). But he really 
has his eye on the better production, 
increased efficiency, decreased labor 


turnover .. . you know Frobisher! 


He says security is the worker’s No. 
| objective today, and anything that 
can take a load off the worker’s mind 
by adding security, is just sound labor 
relations. The Equitable’s complete 
group insurance coverage takes off four 
loads—fear of death, disability, sick- 
ness and old age. ; 
What The Equitable Can Do for You 
The Equitable Life Assurance 
Society offers group life insurance, 
group coverage for accident and sick- 
ness, accidental death and dismem- 
berment, hospital expense and surgi- 
cal operations for employees and their 
dependents, medical expense, and 
group annuities. It will be pleased 
to analyze your problems, present 
a plan to meet the needs of your 
organization, install the plan, and 
provide expert service to keep it at 
maximum efficiency. 


THE EQUITABLE LIFE ASSURANCE SOCIETY 


OF THE UNITED 


STATES 


THE FIRST GROUP INSURANCE COMPANY 


Tuomas I. Parkinson, President 


393 Seventh Avenue, New York 1, N. ¥. 


Listen to The Equitable’s ‘This Is Your FBI” every Friday evening over the American 
Broadcasting System, 8:30, E.W.T.; 7:30, C.W.T.; 6:30, M.W.T.; 8:30, P.W.T. 









































Position Open 











Assistant Controller 

Large publishing and advertising company 
with branches throughout the United States has 
opening in its head office for man thirty to 
forty years old. Must have ability to take 
complete charge of accounting department and 
be thoroughly experienced in all phases of 
corporation accounting as well as standard 
cost accounting procedures. Location: De- 
troit, Michigan. Address Box 520, “The Con- 
troller,” One East Forty-Second Street, New 
York 17, New York. 





Positions Wanted 











Executive—Controller—General Manager 

Available for position as Controller, Secre- 
tary-Treasurer or combination of either with 
position of General Manager or Assistant Gen- 
eral Manager. Public accounting and industrial 
management background. C. P. A., age 39, mar- 
ried. Desires association with company offer- 
ing opportunity for achievement. Minimum 
salary $15,000. Address Box Number 498, ‘‘The 
Controller,’ One East Forty-Second Street, 
New York 17, N. Y. 


Credit Executive and Assistant Treasurer 

Fifteen years outstanding record in credit 
management with national distributor of well 
known food products. Experience includes 
sales, public relations, personnel, accounting 
and office management. Excellent references 
as to ability, character and personality. Address 
Box 519, “The Controller,’ One East Forty- 
Second Street, New York 17, New York. 


Controller, Internal Auditor, Treasurer 
Twenty years experience in industrial ac- 
counting, taxes, insurance, auditing and sys- 
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tematizing. Desire position as controller, in- 
ternal auditor or treasurer Married, age 43, 
College trained. Box Number 507, “The Con- 
troller,’ One East Forty-second Street, New 
York 17, New York. 


Controller 

Available for position of controller in a 
medium-sized concern with expansion pos- 
sibilities. Twenty years’ experience in manu- 
facturing accounting with complete respon- 
sibility for all financial reports, tax returns, 
government claims, company and D.P.C. 
property records, costs, material control and 
the like. Certified public accountant (Mich- 
igan) with engineering background. Age 53, 
married, no children. Salary open. Address 
Box No. 522, “The Controller,” One East 
Forty-Second Street, New York 17, New 
York. 


Assistant Treasurer—Office and Credit 
Manager 

Office Manager, Credit Manager, Assist- 
ant Treasurer, Accountant, good background 
with National Organizations. Seeks posi- 
tion for growth in Controllers, Treasurer's 
Office or general accounting division. Ac- 
customed to handling responsibilities. 

Progressive, aggressive, intuitiveness of 
analytical mind. Salary secondary ‘to perma- 
nent opportunity, with aggressive organiza- 
tion. Tell me what you have—for full de- 
tails and exchange of ideas address Box 523. 


Es * * 


During the past five years there has been no 
increase in the number of employees working 
for all state, county, city, town and village 
governments but the number of civilian em- 
ployees on the federal payroll has more than 
tripled, rising from 911,000 in March 1939 
to 3,257,000 in March 1944. As of the same 
date there were more people working for the 
federal government than were working for all 
the 48 states and the thousands of cities, towns, 
villages and counties. 





39 BROADWAY 


Philadelphia ~ 





Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 


Industrial Engineering 


Ford, Bacon & Davis 


Sncorporated 


Engineers 





Washington ~ 


NEW YORK, N.Y. 


Chicago 




















BUDGET DIRECTOR 


Available three weeks notice. Now 
engaged on industrial survey for a 
manufacturing company in midwest. 
Fifteen years experience as treasurer, 
assistant budget director, and con- 
troller for holding and_ operating 
companies—chiefly manufacturing— 
both at home and field offices. Pos- 
sesses detailed knowledge of all de- 
partmental operations through bud- 
get planning, management engineer- 
ing, and controls. Age 41, married. 
Address Box 521 “The Controller,” 
One East Forty-second Street, New 
York 17, N. Y. 











Small Business Needs Tax Aid 
For Building of Reserves 


Executives of 10,000 small businesses from 
all parts of the nation have very much the 
same opinions on economic, political, and 
business subjects, according to a survey by the 
deans of 52 State university schools of busi- 
ness and reported by the “New York Journal 
of Commerce’ recently. 

Small business wants: 

1. Income tax laws changed to remove 
double taxation of corporation dividends and 
to allow building up reserves, and an even 
break by the same taxation of co-operatives as 
of private business. 

2. Technical information from the Govern- 
ment, but otherwise a “leave alone’”’ policy to 
work out their own problems. 

3. A labor policy allowing rewards to com- 
petent and industrious employes; reduction as 
quickly as possible of Government reports and 
orders; and general freedom for business to 
compete and grow. 

These voluntary opinions were gathered by 
the National Conference of State University 
Schools of Business through personal letters. 
They were analyzed at the University of Illinois 
and were summarized by the national confer- 
ence president, Prof. H. T. Scovill, acting dean, 
University of Illinois College of Commerce and 
Business Administration. 

“The double taxation of corporate dividends 
is recognized as one of the most critical un- 
fairnesses of Federal income taxation,” Dean 
Scovill said. “Immediate abolishment of the 
double taxation is almost unanimously recom- 
mended. 

“There is a widespread feeling also that the 
tax structure should lend more encouragement 
to the creation of reserves by business con- 
cerns, such reserves being helpful in reducing 
the number of business failures. 

“Decentralization of industry is mentioned 
as one of the economic changes needed after 
the war to preserve free enterprise. 

“The labor problem is recognized as one of 
the most important now before business, and 
also as one of the most trying. Many business- 
men commented on the pro-labor attitude of 
some of the governmental agencies as their 
principal grievance or irritation. 


Too Many REPporTS 


“Other grievances included the numerous 
reports required by the Federal Government, 
the autocratic actions of Federal bureaus, the 
numerous changes in orders and directives of 
such bureaus, and the general attitude of gov- 
ernment toward businessmen as cheats of 
crooks. They did not overlook in their criticisms 
the tendency of bureaus to perpetuate them- 
selves even beyond the date when their services 
might end.” 
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ACCIDENTS, LOSSES, leave a trail of 
worry that can only be satisfactorily re- 
lieved by the helpful assistance of a friend- 
ly, efficient Insurance Agent or Broker. 
In insurance matters, it pays to deal 


AMERICAN SURETY COMPANY 


100 BROADWAY « NEW YORK 
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with an Agent or Broker. Our companies 


have more than 10,000 agents throughout 
the United States, any one of whom is 
ready and eager to help you when trouble 
strikes. 


NEW YORK CASUALTY COMPANY 


AGENTS AND BROKERS EVERYWHERE 
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Personal Notes About Controllers 











Mr. Rubert J. Lindquist became financial 
vice-president of the Standard Oil Company 
(Indiana) on September 1st. A member of the 
Controllers Institute of America, Mr. Lindquist 
had previously served as vice-president, treas- 
urer, controller and a director of the Curtiss- 
Wright Corporation. From 1932 to 1941, he 
was chief auditor of the Reconstruction Finance 
Corporation in Washington. 


At a meeting of the Board of Directors of 
Chicago and North Western Railway Company, 
Chicago, Mr. Arthur R. Seder was elected 
vice-president of the company, effective July 
16, 1945. A member of the Controllers Institute 
of America, and holder of certificate No. 1154, 
he was formerly general auditor of the com- 


pany. 


Colonel Donovan H. Tyson is the Deputy 
War Department Representative for Finance on 
the staff of Major General David McCoach Jr., 
War Department Representative in charge of 
various stores and mail order houses of the 
Montgomery Ward system which the govern- 
ment seized to end labor disturbances which 
followed failure of the company to abide by a 
decision of the National War Labor Board. 
The properties in the possession of the govern- 
ment account for approximately 20 per cent. of 
the large volume of business handled by the 
Montgomery Ward system. Colonel Tyson su- 
pervises the Army control of finance transac- 
tions relating to the seized properties and the 
necessary accounting with Montgomery Ward 
with whose business the seized properties are 
still closely integrated. Prior to entering mili- 
tary service early in 1942, Colonel Tyson, who 
is a member of The Institute, was secretary 
and treasurer of the United States Pipe and 
Foundry Company. 


Mr. Alexander MacGillivray, a director of 
the Philadelphia Control of the Controllers 
Institute of America, has been made director 
of accounts and finance of Radio Corporation 
of America, RCA Victor Division. 


Mr. Thomas J. Tobin, controller of the Erie 
Railroad Company, has been elected Second 
Vice Chairman of the Accounting Division of 
the Association of American Railroads. The 
election took place at a recent meeting of the 
association’s general committee in Chicago. The 
Accounting Division represents all the major 
railroads operating on the North American 
continent, and the membership numbers ap- 
proximately 1,200 railway accounting officers. 
In the usual line of succession, Mr. Tobin will 
be elevated to the chairmanship of the Account- 
ing Division within the next two years. Mr. 
Tobin began his railroad career on the Chicago 
& Alton at Bloomington, Illinois, in 1908. He 
was transferred to the general offices in Chicago 
in 1913. In 1918 Mr. Tobin accepted appoint- 
ment with the Interstate Commerce Commis- 
sion as accountant in charge of financial in- 
vestigations under the Valuation Act of 1913. 
On June 1, 1922, he resigned from the Com- 
mission to become valuation accountant with 
the Erie Railroad. He was appointed general 
accountant on February 16, 1930; assistant con- 
troller on April 11, 1931, and controller on 
September 1, 1936. Mr. Tobin studied ac- 
countancy and finance at New York University. 
He has been actively associated with The Con- 
trollers Institute of America since 1936 and 
served one year as President of the Cleveland 
Control. 





Mr. Gerald J. Lafferty, Sr., has recently 
joined Reynolds Metals Company, Richmond, 
Va. A member of the Controllers Institute of 
America, he was formerly chief accountant of 
Sealed Power Corporation, Muskegon, Michi- 
gan. 


Mr. Leith V. Watkins, a member of the 
Controllers Institute of America, who is 
secretary-controller of Panhandle-Eastern Pipe 
Line, Chicago, was recently nominated to 
serve as vice-chairman of the accounting sec- 
tion of the American Gas Association, Mr. 
E. F. Embree, general auditor of New Haven 
Gas Light Company was nominated, at the 
same time, for the chairmanship of the ac- 
counting section, which during the 1944-45 
term was headed by Mr. C. E. Packman, a 
member of the Controllers Institute of Amer- 
ica, who is controller of Middle West Serv- 
ice Company, Chicago. 


Former comptroller and assistant secretary 
of Central Greyhound Lines, Inc. of New York, 
Mr. Robert B. Phillips is now with the same 
corporation at 2600 Board of Trade Building, 
Chicago. He has been a member of the Con- 
trollers Institute of America since January, 
1944. 


Mr. Stephen B. Haynes, formerly with 
Cochrane Corporation, is now affiliated with 
Amos Parrish & Company of New York as 
treasurer. He was elected to membership in 
the Controllers Institute of America on De- 
cember 17, 1943. 


Mr. F. P. Hagaman, of Baton Rouge, Louisi- 
ana, who has been a member of the Controllers 
Institute of America since 1937, is now as- 
sistant comptroller of the Standard Oil Com- 
pany of New Jersey and comptroller of its 
Louisiana Division. Previous to the merger of 
the Standard Oil Company of Louisiana and its 
parent company, Mr. Hagaman was comptrol- 
ler and director of the Standard Oil Company 
of Louisiana. He has just been elected Pres- 
ident of the New Orleans Control of The In- 
stitute. 


Mr. Carl A. Brinkman has been appointed 
assistant to the controller of H. J. Heinz Com- 
pany, of Pittsburgh. He was promoted from 
the position of chief accountant in the control- 
ler’s department. A veteran of many years of 
service with the Heinz Company, he served in 
World. War I with the United States Army and 
later attended Duquesne University and the 
University of Pittsburgh. 


Mr. David W. Brumbaugh has been elected 
vice president and secretary of Time, Inc. A 
member of the Controllers Institute of 
America, Mr. Brumbaugh was formerly sec- 
retary and comptroller of the company. 


Mr. N. J. Beals has resigned as comptroller 
of the Creole Petroleum Corporation to accept 
a higher position with the same company. His 
new duty, in general, is of an advisory nature 
on all accounting or financial matters pertain- 
ing to the world-wide operations of the Pro- 
ducing Department of the Standard Oil Com- 
pany (New Jersey). Mr. Beals succeeds Mr. 
J. L. Cluley, a member of The Institute, who 
has retired. Mr. Beals was succeeded by Mr. 
I. R. Cunningham as comptroller of the Cre- 
ole company. 





Mr. Frederick E. Burnham, a member of the 
Controllers Institute of America, recently ac. 
cepted the position of controller of Colt’s 
Patent Fire Arms Manufacturing Company of 
Hartford, Connecticut. 


Mr. John L. McKee, controller of Allied 
Laboratories Company, Kansas City, Missouri, 
was recently chosen a member of the Board 
of Directors of his company. Mr. McKee was 
elected to membership in the Controllers Ip- 
stitute of America on October 30, 1942. 


Mr. James F. Brehm, has been elected vice- 
president and secretary of the Bay State Op- 
tical Company, Attleboro, Massachusetts. Mr. 
Brehm has been a special representative for 
the International Business Machines Corpora- 
tion, Chicago, Illinois. A member of the Con- 
trollers Institute, he was formerly comptroller 
and assistant secretary of Electromatic Type- 
writers, Inc., a subsidiary of the International 
Business Machines Corporation, Rochester, 
New York. 


Mr. C. S. Herbert has been named execu- 
tive vice-president of Enterprise Engine and 
Foundry Company, of San Francisco. In his 
new responsibilities with his company, Mr. 
Herbert will have direction over all divisions 
of the company which include diesel engine 
process, machinery, combustion equipment and 
foundry. Mr. Herbert, who joined the company 
shortly before the war,-is also secretary-treas- 
urer and a director, having previously served 
as comptroller. Before joining the company he 
was Pacific coast manager of the Special Serv- 
ices Division of Ernst & Ernst. He has been a 
member of the Controllers Institute of America 
since October 27, 1944. 


Mr. Wilfred H. Sigerson has been elected 
vice-president and controller of Republic In- 
dustries, Incorporated, and will begin his new 
duties about mid-September. This is a newly- 
created corporation, with offices at 30 Broad 
Street, New York City, which is acquiring 
several diversified industries. It recently ab- 
sorbed Jacobs Aircraft Engine Company and 
Porcelain Steels, Inc. Mr. Sigerson is currently 
with the Office of Surplus Property, Recon- 
struction Finance Corporation, Washington, 
D. C., and formerly was with the United 
States Steel Corporation for more than seven 
years. He was elected to membership in the 
Controllers Institute of America on January 
22, 1932 and holds certificate number 41. 


Mr. Frederick B. Fauquier, former treas- 
urer of the American Transfer Company, has 
recently joined Republic Filters, Inc. as its 
controller. Holder of membership certificate 
number 620, he has been a member of the 
Controllers Institute of America since Janu- 
ary 26, 1936. 





OBITUARY 











JAMES A. LAWS, JR. 


Mr. James A. Laws, Jr., vice-president and 
controller of Western Auto Supply Company, 
Kansas City, Missouri, died on April 24, 1945. 
Mr. Laws was holder of certifcate number 
1434, having been elected to membership in 
the Controllers Institute of America on May 
31, 1939. 
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Which is worse... 

















ON’T answer too quickly. A $10.00 mistake 

made often enough may be as disastrous to a 
small business as a single $100,000 mistake to a 
large manufacturing plant. 


Regardless of what mistakes may cost, the only 
wise course is to set up a system which constantly 
guards against them. 


Valuable help in reducing the number of mistakes 
made in business is available for the asking. For 
whether m stakes result from inaccurate bookkeep- 
ing, or a lack of vital facts and figures on which to 
base decisions, there is a National system that will 


THE NATIONAL 


CASH 


mistake? 


cut them to a minimum for any business large or 
small. 

We do not ask you to accept this statement with- 
out proof. At no obligation to you a National repre- 
sentative will show you how National machines and 
systems can save time and money in handling all 
types of business accounting. This includes such 
items as payroll, accounts receivable and distri- 
bution of sales and costs. 

Why not benefit by getting a clearer view of the 
facts now. Call your local National representative 
or write the National Cash Register Company, 
Dayton 9, Ohio. 


Qe 


CASH REGISTERS + ADDING MACHINES 
ACCOUNTING-BOOKKEEPING MACHINES 


REGISTER COMPANY 
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The Most Important Verdict 


A most important step as affecting the post- 
war era and beyond is to begin now to con- 
struct a foundation of confidence in the future 
system of free enterprise. Such con- 
fidence does not exist as it should to meet the 
situation we must face. Rightly or wrongly, 
American business management has little faith 
in Our present approach to the problems of the 
economy as affecting the opportunities of busi- 
And that is serious. Men are actuated by 
what they believe. A recent canvass covering 
a broad cross-section of American business 
management—-a group that the nation must 
largely depend upon for its economic progress 

-reveals the fact that less than 10 per cent 
believe that our system of free enterprise will 
be restored very much along pre-war lines in 
the post-war era, even with modifications to 
ake care of conditions then existing. Seventy- 
five per cent. believe that the government has 
been using the emergency to push still further 
its more radical social and economic objectives. 
Over fifty per cent. stated their belief that 
government would take over many public serv- 
ices formerly under private management but 
still leave many opportunities for private en- 
terprise. Now comes perhaps the most. im- 
portant verdict of all. More than thirty-five per 
cent. expect a semi-socialized form of society 
with little opportunity for the profit system to 
operate. Again, whether they are right or 
wrong, that is what they believe. 

Alfred P. Sloan, Jr., 
( 7772 In, Ge +¢ al 
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ness 
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Institute’s Education Program Crystallized 


Agreement on basic educational objectives of 
the Controllers Institute of America and ap- 
proval of an outline of plans for work by the 
recently appointed educational research direc- 
tor, Dr. E. B. Logan, were developed at the 
recent meeting of the National Committee on 
Education of The Institute in Buffalo. It was 
emphasized that the educational program 
should have as its goal: 


1. Educating ourselves further as controllers. 
2. Preparing material for use by educational 
institutions. 


The committee members in attendance agreed 
that there should be no attempt at this time to 
stimulate the establishment of university 
courses in controllership, but rather to develop 
material suitable for use in such courses, mak- 
ing it available whenever requested. 

The Committee decided that the preparation 
of material which would be useful to control- 
lers was fully as important as was the develop- 
ment of material for use in courses of training 
for controllership. 

It was agreed by the Committee members 
that it is not feasible to have undergraduate 
courses in controllership, but that colleges and 
university courses should be on a graduate 
level. It was their decision, however, that stu- 
dents intending to take graduate courses in con- 
trollership should, during their undergraduate 
period, take courses helpful to such a position. 
For this reason one of the aims of the educa- 
tional program will be to define a controller- 
ship major for the four undergraduate years. 

The Committee considered it important to 
secure the opinions of those now handling 
courses in controllership, business management 
and business administration, on the scope of 
educational work and the nature of the ma- 
terial needed in college and university courses. 
This will be another objective of the educa- 
tional program. 

The Committee believes that there should be 
reference lists of books and articles on con- 
trollership and related subjects for the use of 
colleges and universities, and for controllers. 

One of the plans is to make use of the arti- 
cles which have been written by controllers and 
others during the years ‘The Controller’ has 
been published, by bringing this material to- 
gether in relation to subjects discussed in the 
articles. For example, in the years since 1934 
there have been many articles written by con- 
trollers about the place of the controller in the 
business organization. ‘These articles will be 
collected and prepared in a form in which they 
can be used by those giving college and uni- 
versity courses in controllership, and such col- 
lections, it is felt, will be useful to controllers 
as well. 

There was considerable discussion about the 
sources of material for the educational work. 
Issues of ‘The Controller’ constitute one of 
the good sources of information and the con- 
sensus was that considerable information can 
be obtained from other sources—publications, 
books on management, business administration, 
and the like, but the Committee agreed that the 
best source of material would be from con- 
trollers themselves, now actively engaged in 
that capacity. 

The Committee felt that the local education 
committees have an important role to play in 
this educational program. This role is that 
the local committees, in cooperation with Dr. 
Edward B. Logan, the Director of Educational 


Research, should select controllers to contrib- 
ute information on designated subjects. In 
this way it is believed that real information 
would be obtained which would prove very 
useful for college and university courses and 
by which other controllers might profit. 

There was considerable discussion about the 
practicability of developing real case material 
on controllership. While it was recognized 
that case material would be of value, it was 
thought that the first attempt should be to 
bring together material now available, and to 
secure information from controllers wherever 
they are willing to cooperate. 

In addition to Dr. Logan, the Educational 
Research Director, those present at the meeting 
of the Committee in Buffalo on June 16, in- 
cluded Chairman Henry C. Perry of Heywood- 
Wakefield Company, Gardner, Massachusetts, 
Lester W. Field, of Wilcox & Gibbs Sewing 
Machine Company, New York; O. J. Gurwell 
of Thompson Products, Inc., Detroit; H. R. 
Patton of Carnegie Institute of Technology, 
Pittsburgh; Herbert M. Ramel of Ramsey Ac- 
cessories Manufacturing Corporation, St. Louis; 
V. C. Ross of Prentice-Hall, Inc., New York; 
and Paul Haase, Assistant Secretary of The In- 
stitute, New York. 


Reid McCrum Heads Baltimore 
Control’s Education Program 


Mr. Reid McCrum, treasurer and director of 
The Stieff Company, Baltimore, has been named 
successor to the late Mr. F. Earl Reuwer, as a 
member of the National Committee on Educa- 
tion, representing the Baltimore Control of The 
Institute. Mr. McCrum is scheduled to teach a 
course in controllership at the University of 
Baltimore during the coming school term. Mr. 
McCrum has likewise been appointed chairman 
of the Committee on Education of the Balti- 
more Control for the current year. Serving 
with Mr. McCrum on the local Committee on 
Education are Messrs. Marshall C. Roop of 
Davison Chemical Corp.; Charles W. Burton, 
Jr. of Anchor Post Fence Company; S. Chaplin 
Davis of Baltimore Salesbook Co. and Arthur 
R. Burbett of First National Bank. 


Baltimore Control Names 
J. E. Tellman Secretary 


Mr. John E. Tellman of the Bartlett Hay- 
ward Division of Koppers Company, was ap- 
pointed secretary-treasurer of the Baltimore 
Control of The Institute at a meeting of the 
board of directors on July 24th. He succeeds 
the late Mr. F. Earl Reuwer. 


Boston Control’s Committees 
. Cover Many Operations 


In organizing for the coming year President 
Thomas A. Dunbar, of the Boston Control, 
has appointed ten committees. This is to be 
contrasted with three or perhaps four commit- 
tees named by other Controls. 

It is interesting to. note that the Boston Con- 
trol will have, for instance, a Committee on 
Meeting Arrangements. It has, of course, a 
Program Committee. Instead of having one 
Committee to handle membership and admis- 
sions, it has two, one a Membership Commit- 
tee and another an Admissions Committee. 





The Control has a Publicity Committee, a 
Committee on Education, a Committee on Leg- 
islation, a Committee on Nominations, and an 
Auditing Committee. The tenth Committee js 
of special interest now, a Committee on Co. 
operation with the Controllership Foundation, 
Inc. Mr. John S. Learoyd, Jr., is Chairman of 
this last named Committee. 

National Headquarters of The Controllers 
Institute of America looks favorably on the 
appointment of committees to handle these 
various details of operations and _ activities 
which report regularly to the Board of Direc. 
tors of the Control. 


Portland Plans Programs 


A meeting of the officers and directors of the 
Portland Control was held on August 14, to 
discuss committee memberships as well as next 
year’s plans for the Control’s program. Mr. 
E. E. Ulirey, president of the Control, presided. 


Effective Controls Needed for Present 
Operations and Future Planning 


The need for effective administrative con- 
trols covering the many phases of business 
operations has been reflected in several recent 
reports by research and trade associations. 
These cover current business conditions which 
present many operating problems that may 
only be met effectively if factual records and 
controls are established as a basis for future 
planning and operation, it is pointed out in the 
February issue of “Systems,” monthly publi- 
cation of Remington-Rand, Inc. 

High inventories present a definite peril to 
small companies engaged wholly, or in part, 
in war work, according to a recent report of 
the National Industrial Conference Board 
which was made following a study of 125 
small war industries. This report states that 
due to the high percentage of assets tied up 
in inventories, these companies may find them- 
selves in dire straights “even before they are 
confronted with the difficult problems of 
finance in reconversion.” 

At the close of 1943 these 125 companies 
possessed working capital sufficient to cover 
only 17.2 per cent. of current liabilities, while 
25 of them had net worth below $100,000.00 
with working capital only 7.3 per cent. of cur- 
rent liabilities. Assets tied up in surplus in- 
ventory may prove to be a handicap in the 
case of contract cutbacks, renegotiations and 
terminations. Effective inventory control of 
raw materials, supplies and finished products 
can do much to alleviate the serious condition 
for small manufacturers as well as large or- 
ganizations. 

In another field, the National Association 
of Manufacturers calls for more scientific 
methods of distribution. A clinic on market- 
ing at its recent annual convention agreed that 
“pre-war selling methods would not be good 
enough to move $140,000,000,000 worth of 
goods and services after the war.’ Sales exec- 
utives who spoke stressed the need for more 
scientific methods of organization, research, 
sales management and selling. Such activities, 
of necessity, must be based on factual data 
regarding markets, customers and_ prospects, 
and salesmen’s activities. 

Constant changes in war production sched- 
ules, with the necessity of changing produc: 
tion machinery and disposing of surplus items, 
has emphasized the need for factual data on 
all property items, depreciation data, and of 
actual use of machines on specific contracts, 
“Systems” concludes. 
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The war, etc. 

Was it the war? 

How much slow-down comes from 
forms unequal to the complexities of 
modern business? 

Time and again, the representatives 
of Moore Business Forms, Inc., called 
in to counsel on form engineering, find 
three forms where one might do; entries 
out of sequence; manpower wasted, 
production dragging. 
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The ten companies listed below 
have long been under Moore owner- 
ship. Now, without change of owner, 
management or policy, they combine 
under the Moore name — the largest 
company of its kind. Moore offers you. 
an unequaled fund of experience for 
the saving of money and time. 

The Moore representative is a spe- 
cialist in your own field. He analyzes 
your business form system; makes the 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS AND ELMIRA, N. Y. 
PASIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 

COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 


MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. 
SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


MOORE BUSINESS FORMS, INC. (New Southern Div.), DALLAS, TEX.; ATLANTA, GA. 


In Canada—Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto 
Western Sales Book Co., Ltd., Winnipeg and Vancouver 


National Sales Check Book Co., Ltd., Montreal 








practical recommendation. Then 
Moore prints, whether a hundred sales 
books or a million interleaved forms. 
Shipment is made to any of your 
branches anywhere. 

Let Moore.show you now how com- 
mon sense applied to business forms 
can speed efficiency all along the line. 
For information, get in touch with your 
nearest Moore division, as listed below, 
or its local office. 


MOORE BUSINESS FORMS, inc. 
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Crescendo of Controllership Activities 





The ever increasing volume of responsibilt- 
ties placed on controllers, first in depression 
days, second in the months of preparation for 
war, and third in the all-out production years 
during which rigid controls were instituted by 
government and enforced with the aid and co- 
Operation of controllers, are reflected in the 
items presented below, reporting the items that 
came to the surface and found their way into 
print in the month of September, from 1934 
through 1944. 


1934: Certifications covering merchandise in- 
ventories, which are to be required by public 
accountants, presented. in formal resolutions 
adopted by New York State Society of Certi- 
fied Public Accountants. These certificates place 
responsibility for correct statement and valua- 
tion of inventories and of liabilities on the 
company. The responsibility gravitates to the 
controller. Report published of work 
done by Controllers Institute of America in 
conjunction with newly created Securities and 
Exchange Commission. The Institute had pre- 
pared a set of detailed recommendations and 
suggestions with respect to the regulations 
which were in the course of preparation for 
administration of the Securities Exchange Act 
of 1934. Ideal set- up of controllers’ du- 
ties and powers described in special article by 
George M. Arisman. Budget for furni- 
ture manufacturing company described in de- 
tail in special article by Henry C. Perry 
Request made of rules and regulations section 
of Internal Revenue Bureau for definition of 
‘chief accounting officer,” the term used in 
Section 52 Corporate Returns, concerning sig- 
natures to tax returns. Major J. Calvin Schum- 
berger appeared before officials to request the 
definition. Factors involved in estab- 
lishing salesmen’s compensation plan discussed 
by G. E. Lee. Chairman Joseph P. Ken- 
nedy of Securities and Exchange Commission 
thanks Controllers Institute for comments and 
suggestions made with respect to rules a 
ulations for carrying out provisions of Se- 
curities Exchange Act of 1934. Daniel H. 
Bender is chairman of The Institute’s Comn 
tee which was appointed by President Daniel 
J. Hennessey. 

1935: Article by Henry D. Minich 
the cost of controllers’ department The 
budget plan of a company manufacturing elec- 
trical instruments is described in an article by 
D. H. Schultz 
had been received by the Controllers Institute 
to its questionnaire concerning consolic lated tax 
returns. A report was being prepared 

1936: This was a special anniversary num- 
ber marking the close of the fifth year of the 
existence of the Controllers Institute of 
America Analysis of new provisions 
contained in Federal Revenue Act of 1936 pre- 
sented by U. S. Greene, CPA. Corporations 
now subject to four taxes imposed by the Gov- 
ernment directly and indirectly upon income 


¢ lictributed } n) 
surtax on undistributed incom<¢ 


nd reg- 


} 
auscusses 


Several hundred replies 
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lers participated, in response to question posed 
by Rodney S. Durkee, president of Controllers 
Institute of America 


ties during first five years of Controllers Inst 
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tute presented Members expressed definite 
, 

views as to Institute's objectives. Institute 

moved into new, larger quarters on ninth floor 


of 1 East 42nd Street 








1937: Controllers making good job of pre- 

paring millions of wage SS-2a reports. 
States reaching out in efforts to tax income 
from intangibles. September issue of 
Dun’s Review contains special article by Dr. 
Willard L. Thorp and Edwin B. George, deal- 
ing with the tax on undistributed profits of 
business concerns and alternatives to cash divi- 
dends. Wide range of subjects studied 
by Controllers Institute during past year re- 
viewed in special article. 

1938: Committee on Ethics and Professional 

Standing of Controllers Institute of America 
examining organization structures of business 
concerns for purpose of tabulating functions 
assigned to controller. Professor Wy- 
man P. Fiske of Massachusetts Institute of 
Technology points out that training future con- 
trollers constitutes a problem for leaders in 
this field. Divergent requirements of 
various regulatory governmental agencies pre- 
sent special problems for controllers. 
Roy B. Tulpin of Central Illinois Public Serv- 
ice Company points out that accounting prac- 
tices for the purpose of effecting good man- 
agement must come first. Excessive duplica- 
tion of reports and records emphasizes need of 
coordinating, unifying and standardizing the 
requirements of independent governmental 
agencies. Simple and effective ways of 
administering unemployment insurance in the 
states sought in studies being made by control- 
lers and others. Controllers discussing 
provisions of new proxy rules and regulations 
of Securities and Exchange Commission, gov- 
erning the solicitation of proxies from share- 
holders by corporations, which will become ef- 
fective on October 1, 1938. Fear expressed 
that new rules may impede and delay ordinary 
business routines and involve publishing vo- 
luminous information. Securities and Exchange 
Commission stiffens requirements but provides 
exemptions to lighten burden somewhat. 

1939: New York Stock Exchange recom- 
mends placing greater reliance than in past on 
controllers. It makes public a report on audit- 
ing procedure, prepared by a subcommittee of 
the Committee on Stock List. This report ad- 
vocates placing greater emphasis on the re- 
sponsibility of the controller and with the as- 
surance to him of yor cap authority and facili- 
ties. He should sign 1 
statements, the report advocates, even when 
those statements are pentane by the re- 
port of the independent accountant. . . De 
ails presented of reports prepared by one con- 
troller for his Board of Directors. 

Some newly enacted social security tax 
reactive, the Controllers Institute's c 
on social security procedure points out 

Many Institute recommendations concerning 
revision of the federal tax laws and concerning 
administrative procedure were incorporated in 
the new Revenue Act, chairman F. = Hamrick 
of the. Institute’s committee on operation 
with the Treasury Department points out. The 
recommendations which were inc 
the Revenue Act were set forth specifically 

Methods of safeguarding disbursements 
ids described in an article by Henry D 
h . . War preparations which are be- 
ng made in Great Britain are being discussed. 

Securities and Exchange Commission 
conducts survey of auditing theory. It made in- 
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quiries concerning rules and resolutions 
d by Controllers Institute on that 
jeclaration of 
January 19, 
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ect. he Institute quoted its 
principle adopted in 


1933, to the Commission. It amounted t 
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le, which was 


re-statement of the policies under which The 


Institute operates. Herbert E. Holt of 
Chicago points out that “Accounting records 
are mute unless interpreted by the controller.’ 
: Notation was made that an increasing 
number of colleges are giving courses lea ling 
to controllership. 

1940: John L. Vogel of Signode Steel Strap. 
ping Company of Chicago describes his system 
of bookless record keeping which has been 
used successfully by his company. .. . . State. 
ment prepared by committee on Cooperation 
with the Treasury Department, of the Control- 
lers Institute of America, was presented to the 
committee on Ways and Means of the House 
of Representatives on August 14th. The same 
statement later was submitted to the Committee 
on Finance of the United States Senate. It in- 
cluded seventeen specific recommendations. 
: Investment Company Act of 1940 pro- 
vides that the controller of a management com- 
pany must be elected by holders of the com- 
pany’s voting securities. Allocation of 
pension costs to accounting periods described 
in special article by Mr. H. C. Hasbrouck. 

Relations between the controller and the 
public accountant are described in a paper by 
Ralph T. Millet, an undergraduate student at 
Massachusetts Institute of Technology winner 
of first prize in an essay contest conducted by 
the Committee on Education. 

1941: Tenth anniversary 











of founding of 


Controllers Institute of America is observed, 
. ntrol- 


25 A 72-page booklet entitled 
lers’ Manual of Instructions’ is 
the Committee on Technical Infor 
Research of the Controllers Institute « 
under the chairmanship of Mr. R. S. Hi 
Chicago. The booklet was the result 
years’ work by the Committee 
methods of paying bonuses to fact 
for efficiency are described in a 
munication from the Committ 
Information and Research. ntro 
and financial officers of large business concerns 
still uncertain as to advisability of buying the 
Government's tax anticipation notes, whicl 
to yield .48 per cent. on purchases of more 
than” $1,200. The decision is based in most 
instances on the final position of the individ- 
| company, the nature of its bus 
he uses to which it could put its su: 

Committee on Cooperation 
Securities and Exchange Commission, of the 
Controllers Institute of America, submits 4 
memc randum to the aan re 























p« ‘aad by the Commsaan be 
amended. This action followed 
between representatives of the Commi 
officials of The Institute. The proposed 
ments dealt with registration of 
benefit plans, direct sales to inst 
vestors, and modifications of the pr 
nents. .. .. A second statement 
posed Revenue Act of 1941, as sub 
the Committee on Finance of the United 
Senate, on August 18th, was mailed 
bers of The Institute. Proposed 
ments of the Securities Act of 1933 
submitted to Congress. : 
third control of the Controllers 
America was formed at Houston, Tex 
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The SPEEDWAY or Posting/ 











It's down the stretch... 
At the end of each month... 


That Elliott-Fisher’s speed way of 
posting .. . counts most. 


But it’s right from the start... right 
through each day... that the Elliott- 
Fisher saves important time and money 

for you. 


Man hours and woman hours gre turned 
to minutes. More work is. sped through 
each day. The machine does everything. 

All adding, subtracting, totaling, and cross- 
balancing is automatic. 


Your many different records are handled 
accurately and with dispatch. Each complete 
job, with its related entries, goes through in 
one operation. 


UNDERWOOD 


Accounting Machine Division ° 





cost 
RECORDS 


... from Elliott- 
Fisher's exclusive flat writing sur- 
face which provides quick insertion, 


Speed comes 


alignment, agd removal of forms. 


. .. from the carbon paper roll that 
feeds between the sheets neatly and 
instantly. 


... from the standard single“touch-type’ 
keyboard, that’s a cinch for every typist. 


... from the short hand travel, automatic 
tabulating, and line spacing. 


... from a dozen ofher time-cutting 
features. 


it will pay you well to start your accounting 

on the “Speedway of Posting”. Call your 
local Underwood Elliott Fisher office now for 
further information on the time and money 
saving performance of this simple machine. 


CORPORATION 


One Park Avenue, New York 16,N. Y. \ 
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front line position in the production battle 
which our companies are waging.” ... . Re- 
negotiation of war contracts is prominently in 
the minds of controllers and finance officers. 
It occupies a prominent position on the pro- 
gram of their eleventh annual meeting of the 
Controllers Institute of America... .. Con- 
trollers Institute’s first report on postwar con- 
trollership problems completed for presenta- 
tion at annual meeting. Oscar N. Lindahl was 
chairman of Postwar Committee... . . Repre- 
sentatives of Controllers Institute have spent 
many weeks in Washington during the sum- 
mer reviewing the questionnaires and inquiry 
forms which have been going to business con- 
cerns, and which have been proposed. Mr. E. 
Chester Peet has been in charge of this work 
for the Institute. This was really the begin- 
ning of the Advisory Committee on Govern- 
ment Questionnaires. . . . Mr. Louis M. Nich- 
ols of General Electric Supply Corporation, 
contributes a special article “A Case Study of 
Economic Progress in Distribution.” .... A 
report of the Committee on Technical Informa- 
tion and Research discusses the problems of 
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controllers in hiring and training employees un- 
der war time conditions. ... . Prevention of 
inflation is a major task facing the country’s 
political and industrial leaders says Dr. Hei- 
skell B. Whaling of the University of Cincin- 
BO 66m James L. Wick of Prentice-Hall 
Inc. discusses postwar America and predicts a 
postwar boom. .... Companies are being re- 
quested by Securities and Exchange Commis- 
sion to furnish it with statements of their cash 
balances as of the close of each quarter. The 
Commission says this information is being 
used as basic data in a series of savings studies 
which the Commission is making. The Com- 
mission has just made public an analysis of 
the volume and composition of savings by in- 
dividuals in the United States during the sec- 
ond quarter of 1942. 

1943: The advance message Concerning the 
annual meeting of Controllers Institute of 
America points out that twenty months of war- 
time trials have tested the mettle of American 
business. “It is coming through with flying 
colors. It has not been found wanting,” it 
pointed out..... The army’s termination 
accounting manual is being studied by control- 
lers and finance officers. Its official title is 
“War Department Termination Accounting 
Manual for Fixed-Price Supply Contracts.’’ The 
document had been in preparation for months 
and army officers had conferred with control- 
lers in developing it..... A declaration of 
estimated tax must be filed on or before Sep- 
tember 15 by employees, together with addi- 
tional cash payments in many instances... . . 
Controllers are discussing Sections 165 and 23 
(p) of the Internal Revenue code, dealing 
with pension and profit sharing plans, regula- 
tions having just been promulgated by the 
Treasury Department for application of those 
sections. The regulations constitute a compre- 
hensive body of rules governing the tax conse- 
quences of employees’ plans... .. “Prompt 
and Just Payment for Cancelled War Contracts 
A Proposal,” is the subject of a special article 
by Theodore W. Graske and Robert F. Klep- 
inger. It deals with the proposal by President 
Roosevelt that a general policy for the termina- 
tion and cancellation of Government War Con- 
tracts be established, and a cldim adjustment 
procedure provided. The authors took the 
stand that prohibitions should be provided 
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personnel and _ time- 
keeping offices—In- 
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$1.50 postpaid. Order direct for immediate aid 
of this accurate time-saver in your office. 
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attractive trade discounts. Write today. 





TOP EXECUTIVES: Get sample copy of “THE 
ECONOMIST’’—weekly digest of NWLB, NLRB, 
Treasury, Wage and Hour, Manpower news. Con- 
cise, practical aid to management. Indexed cumu- 
latively each month. Published by 
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Systems and Wage Analysis. 
18 Months with Regional WLB. 


Inquiries invited on Wage and Salary Problems 











The Controller, September, 1945 


against duplicate audits and examinations. 
. . . . Depreciation deductions frequently equal 
net income available for stockholders, Mr. 
F. W. Jackson, vice-president of the American 
Appraisal Company points out in a special 


paper. He discusses wartime depreciation, 
.... A report of the Committee on Techni- 
cal Information and Research of the Control- 
lers Institute of America discusses the rela- 
tionship between white collar salaries and 
factory workers’ pay. .... Corporate contti- 
butions to charity are discussed in a second 
report by the Committee on Technical Informa- 
tion and Research..... “The Spirit of En- 
terprise,’” a book by Edgar N. Queeny, chair. 
man of the Board of the Monsanto Chemical 
Company, makes its appearance. It presents a 
whirlwind picture of the evils of bureaucracy 
and takes a determined stand against a planned 
economy. .... Controllers are studying form 
TFR-500, concerning the census of American 
owned property in foreign countries. ... . 
Controllers are studying practical methods for 
determining whether there are grounds for 
claiming excess profits tax relief under Section 
722 of the Federal Revenue Code... .. The 
War Department assures business that prompt 
reimbursement for any loss by contractors as a 
result of contract cancellation is definitely a 
part of the policy of the War Department. 
1944: Pretermination of amounts due upon 
cancellation of war. contracts is being studied 
by controllers. Under this plan, contractors are 
to submit in advance specific information as to 
costs and other items so that agreement may 
be reached between the Government and the 
contractor as to their acceptability... .. 
Congress is wrestling with the problem of 
setting up machinery to handle disposal of 
surplus property. .... Pension plans are now 
being approved by the Treasury Department in 
greater numbers than in previous months. 
....A new form—W-4—is to be filed by 
each employee with his employer before De- 
cember 1, 1944. It is known as the Employee's 
Withholding Exemption Certificate. The re- 
vised form enables the employee to claim the 
exemptions to which he is entitled under the 
TOW wee “Net Operating Losses under Sec- 
tion 122” is the subject of a special article by 
Edward P. Tremper, Jr., a certified public ac- 
countant of Seattle. .... Depreciation prob- 
lems in the war and postwar period are dis- 
cussed by A. B. Hossack (executive vice-pres- 
ident of the American Appraisal Company. 
. .. . Harry B. Gutman presents “The Case 
for Incentive Taxation” in a special article. 
He believes that taxation is an excellent ex- 
pedient to promote social and economic prog- 
ress but is opposed to punitive taxation. .... 


U. S. Nationals Have $13,350 Million 
Invested in Foreign Countries 


American nationals have about $13,350 
milion invested in foreign countries and for- 
eigners had property valued at $8.5 billion 
blocked in this country in the middle of 1941, 
the National Foreign Trade Council an- 
nounced in New York City, according to the 
Associated Press. 

Basing the figures on Treasury Department 
testimony at recent congressional appropria- 
tions hearings, the Council’s tabulation was 
the most exhaustive and detailed of its kind 
compiled since the start of the present wat. 

Largest American investments of both in- 
dividuals and corporations were in Europe, 
amounting to $4,635 million, the Council 
said. Investments in Germany aggregated 
$1,290 million, and in the United Kingdom 
$1,030 million. American owned property 10 
Canada and Newfoundland was valued at 
$4,400 million and in South America at 
$1,605 million. 

Of the $675 million American investment 
in Asia, $90 million was in Japan. 
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NEW MEMBERS ELECTED 








At a meeting of the Executive Committee 
held July 27, 1945, the applicants named be- 
low were elected to active membership in The 
Institute: 

CLAUDE A. BASTOW 

The Cudahy Packing Co., Chicago 
GorDON R. BINGHAM 

Northern Life Insurance Company, Seattle 
WILLIAM F. BOUCHIE 

David D. Doniger & Co., Inc., New York 

City 
FRANK X. BUJOLD 

Campbell, Wyant & Cannon Foundry Com- 

pany, Muskegon, Michigan 
MAXWELL CARLSON 

The National Bank of Commerce of Seattle, 

Seattle 





Election of the 19 new 
members named brings 
| The Institute to 
2,698 


the total membership of 











Kari. W. CooKE 
Southland Paper Mills, Inc., Lufkin, Texas 
MILTON GOODMAN 
J. Weingarten, Inc., Houston, Texas 
GEORGE E. HALLETT 
Tung-Sol Lamp Works, Inc., Newark, New 
Jersey 
W. L. Hatcu 
Otter Tail Power Company, Fergus Falls, 
Minnesota 
W. G. MoLMAN 
Liberty Aircraft Products Corporation, Farm- 
ingdale, New York 
ELioT JONES, JR. 
Rheem Manufacturing Company, New York 
City 
JamMEs A. MacDoNALD 
American District Telegraph Company, Inc., 
New York City 
JosEPH A. MARTINO 
National Lead Company, New York City 
Harry W. MoBERG 
American Hoist and Derrick Co., St. Paul, 
Minnesota 
HERBERT RETZLAFF 
Fred Meyer, Inc., Portland, Oregon 
Sox S. Ross 
West Disinfecting Co., Long Island City, 
New York 
GEORGE S. SMITH 
Southern Pine Lumber Company, Diboll, 
Texas 
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LESTER H. SWANLUND 
The Brunswick-Balke-Collender Company, 
Muskegon, Michigan 
BERNARD F. WIEGARD 
International Business Machines Corpora- 
tion, New York City 
* * * 
Twenty-nine cities, towns and counties 


adopted the council-manager plan in 1944, and 
one city voted to abandon the plan, reports the 
International City Managers’ Association. At 
the end of 1944 the official list of council- 
manager communities stood at 621. 


APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 
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H. CHARLES KWASHA 


Consulting Actuary 
Employee “Pension “Plans 
50 Broad St. New York 4, N. Y. 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CAIJ.CULATING SERVICE 
25 E. Jackson Blvd. Chicago, Il. 
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This card works... but HARD! 


From this One Keysort Card, the Brown Company 


is able to analyze sales: 


... by product ... by territory 
... by salesman ... by industry 
... by customer ... by city and state 
... by month and day ... by key customer 


McBEE, with its forty years experience, methods and 
products, has helped many managements manage... 
If your reports do not give you the facts you need accurately, 


quickly and inexpensively... Call any McBgz office. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenue, New York 17, N.Y. . . Offices in principal cities 















Cartels Viewed as Enemy of 
Free Enterprise 


The restoration of free enterprise in America 
after the war rests on the elimination of cartels 
and other restrictive devices, Judge Thurman 
W. Arnold asserts in Cartels or Free Enter. 
prise?, a 32-page pamphlet published recently 
by the Public Affairs Committee, Inc., a non. 
profit educational organization at 30 Rocke. 
feller Plaza, New York 20, N. Y. 

“America cannot build a dynamic and ex. 
panding economy out of cushions against in- 
security,’ declares the former Assistant At- 
torney General. “The great economic tradition 
of America is that of industrial freedom—the 
freedom of every man to produce and sell in 
an uncontrolled market.”’ 

This the pamphlet calls ‘‘the economics of 
opportunity.” 

“Tt assumes that every man in America 
must be free to take a chance, to gamble on his 
abilities or on the efficiency of his organiza- 
tion, and to win or to lose. And out of that 
race to produce and distribute will come the 
only real material wealth a nation can haye— 
an expanding productive plant.” 

“Opposed to this idea,” according to Judge 
Arnold, “is the idea of an economics of se- 
curity for established organizations.” 

“Never in our history,” he points out, “has 
there been a greater concentration of economic 
power in a few hands. Our great sprawling 
industrial empires are afraid to compete with 
new enterprise to furnish goods at lower prices. 
They are even more afraid of the government 
intervention without which a controlled market 
soon becomes intolerable.” 

“Established industry is afraid of overpro- 
duction, surpluses, and excess plant capacity. 
And so its business policies are devoted to 
destroying real wealth instead of producing 
it,” 

“These restrictive practices, if uncurtbed, 
spread over all production. They compel gov- 
ernment to pour out subsidies, unemployment 
relief, and money for public works to main- 
tain a minimum of production at the artificial 
prices that an unsubsidized market cannot sup- 
port.” 

“The fact is,” Mr. Arnold states, “that no 
entrenched bureaucracy, whether political or 
industrial, is ever willing to risk its power 
on the gamble that it may be more efficient 
than new groups which are beginning to rise 
in society. It follows that whenever private 
groups have acquired control of the market 
these results occur: 


“1. They seek to consolidate industrial power 
by destroying existing independent enterprise. 

“2. They prevent new enterprise from en- 
tering the field. 

“3. Having accomplished these objectives, 
they restrict production and raise prices. 

“4, They stop the introduction of new and 
more efficient methods in order to maintain 
obsolete ways of production, in the continu- 
ance of which they have a vested interest. 

“5. They set up arbitrary and despotic con- 
trol over production and exploit weaker mem- 
bers of their own group. 

“6. They enter into politics using money 
and economic coercion, making alliances with 
other powerful groups against the interest of 
consumers and independent producers; if 
short, they become a sort of independent state 
within a state, making treaties and alliances, 
expanding their power by waging industrial 
wars, dealing on equal terms with the exeécu- 
tive and legislative branches of the govern: 
ment, and defying governmental authority if 
necessary with the self-righteousness of an in- 
dependent sovereign. ‘ 

“7, They form their own protective tariffs 
and make foreign economic policies for the 
nation.” 




























